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The House was not in session today. Its next meeting will be held on Tuesday, February 7, 2006, at 2 p.m.

The Senate met at 9:30 a.m. and was
called to order by the Honorable LISA
MURKOWSKI, a Senator from the State
of Alaska.

PRAYER

The Chaplain, Dr. Barry C. Black, of-
fered the following prayer:

Let us pray.

O God who has comprehended our
lives and is the author and finisher of
our faith, teach us to live our days
with the heights above us and on level
plains. We thank You for Your grace
that strengthens us for the tasks of
each day and for the unfolding of Your
wonderful Providence. Keep us from be-
coming intoxicated by the desire for
success and protect us from the fear of
failure that paralyzes noble striving.
Lead us through the abysses of pride
and across the gorges of pretension to
the richness of Your transforming spir-
it of love.

Guide the Members of our Nation’s
legislative branch today with Your wis-
dom. Show them solutions to the prob-
lems that beset our land. Empower
them with a compassion that seeks
first Your glory and deliver them from
coldness of heart and wanderings of
mind.

Help us all to praise You with our
words and deeds.

We pray in the name of the captain of
our salvation.

Amen.

————
PLEDGE OF ALLEGIANCE

The Honorable LISA MURKOWSKI led
the Pledge of Allegiance, as follows:

Senate
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I pledge allegiance to the Flag of the
United States of America, and to the Repub-
lic for which it stands, one nation under God,
indivisible, with liberty and justice for all.

———

APPOINTMENT OF ACTING
PRESIDENT PRO TEMPORE

The PRESIDING OFFICER. The
clerk will please read a communication
to the Senate from the President pro
tempore (Mr. STEVENS).

The legislative clerk read the fol-
lowing letter:

U.S. SENATE,
PRESIDENT PRO TEMPORE,
Washington, DC, February 2, 2006.
To the Senate:

Under the provisions of rule I, paragraph 3,
of the Standing Rules of the Senate, I hereby
appoint the Honorable LISA MURKOWSKI, a
Senator from the State of Alaska, to perform
the duties of the Chair.

TED STEVENS,
President pro tempore.

Ms. MURKOWSKI thereupon assumed
the chair as Acting President pro tem-
pore.

———

RESERVATION OF LEADER TIME

The ACTING PRESIDENT pro tem-
pore. Under the previous order, the
leadership time is reserved.

RECOGNITION OF THE ACTING
MAJORITY LEADER

The ACTING PRESIDENT pro tem-
pore. The majority whip is recognized.

SCHEDULE

Mr. MCCONNELL. Madam President,
this morning we will resume debate on

the House-passed tax reconciliation
bill. I would like to observe that yes-
terday and today, up until the time we
pass the tax reconciliation bill, we are
actually engaging in an utterly futile
activity that should have been avoided
by the simple act of granting consent.
In effect, the minority, in apparently a
display of pique, wants to make the
Senate, in effect, do again a bill it al-
ready did in December.

I am not opposed to dilatory tactics
when they are not pointless. I have
been in the minority in this body and
have been a proud guardian of gridlock
from time to time when there was a
point to it, when we were actually try-
ing to defeat a measure. But it seems
to me to some extent it demeans the
institution and grates on the nerves of
everyone when common courtesy of
granting consent is not offered.

Nevertheless, yesterday and today,
we will plod through a bill that we did
about 5 weeks ago one more time; at
the end, with the same result.

Let me report that at this point
there are 7 hours remaining for that
debate, although we do not believe all
of that time will be necessary. At some
point early this afternoon, we expect
on this side to yield back time, and we
would begin voting. The so-called vote-
arama will be a series of consecutive
votes on amendments to the bill which
will eventually lead to passage. We
hope it is not a lengthy voting series
because that will simply inconvenience
all Members on both sides of the aisle.
However, that is up to the Members of
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this body as to how many amendments
they choose to offer.

In any event, the majority leader has
stated that we will stay on the bill
until we complete it this week. I en-
courage Senators to stay close to the
Chamber once the voting sequence be-
gins because, as we all recall, there is
not much time between those votes.

I yield the floor.

———

RECOGNITION OF THE MINORITY
LEADER

The ACTING PRESIDENT pro tem-
pore. The minority leader is recog-
nized.

——
DEFICIT REDUCTION

Mr. REID. Madam President, through
the Chair to the distinguished Senator
from Kentucky, and to anyone within
the sound of my voice, if there were
ever a grating of nerves, it is the
nerves of the American people by what
this piece of legislation does to them.
This legislation was named by the ma-
jority in conjunction with the Presi-
dent. It is called the Deficit Reduction
Act of 2005. If there were ever Orwell-
ian doublespeak, it is that.

Using the numbers the majority
placed in this bill, the budget Deficit
Reduction Act of 2006—we are in 2006,
but it was named and completed in
2005—it increases the deficit by $50 bil-
lion. The Deficit Reduction Act of 2005
increases the deficit by $50 billion
using their numbers. So let’s not talk
about grating the nerves. If there were
ever a grating of nerves, it should be
the American people who are so con-
cerned about what has happened to the
economy of this country.

In just a few days we are going to be
asked to increase the debt ceiling from
$8.2 trillion to whatever figure they
pick, $9 trillion; ‘‘they” meaning the
majority. Talk about grating the
nerves. We, the minority, need not be
lectured on common courtesies as ex-
pressed by the distinguished Senator
from Kentucky. There is no one in the
Senate who is more bipartisan than the
distinguished senior Senator from
Montana who is the floor manager of
this legislation. We are doing nothing
but following procedure.

Frankly, what happened yesterday
didn’t extend common courtesy. We
were not allowed to offer a single
amendment. If this is how we want to
start the year, by pointing fingers, we
can point fingers just as well as the
majority. We chose not to do that yes-
terday. There wasn’t a speech given
yesterday about how we had been pre-
vented from offering amendments, but
the Senator from Kentucky comes out
here this morning and lectures us on
common courtesy and grating nerves.
Any time that debate needs to take
place, we will be involved.

The ACTING PRESIDENT pro tem-
pore. The majority whip.

Mr. McCONNELL. Madam President,
I certainly don’t intend to engage in a
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prolonged debate this morning. Let me
repeat that we passed this bill about 5
weeks ago. A number of Democrats
voted for it on final passage. The rea-
son they voted for it is they know it is
the only way to prevent a tax increase
on many middle-class people who are
counting on the tax relief that was
passed several years back and hope
that it will continue. My only point is,
I say to my good friend from Nevada—
and he is my good friend—we have been
there and done that on this bill. To
simply redo the same measure is argu-
ably a waste of the Senate’s time. Nev-
ertheless, that is where we are. At
some point this week we will complete,
once again, the passage of this Tax In-
crease Prevention Act which will be to
the substantial benefit of the American
people.
I yield the floor.

———

TAX RELIEF EXTENSION
RECONCILIATION ACT OF 2005

The ACTING PRESIDENT pro tem-
pore. Under the previous order, the
Senate will resume consideration of
H.R. 4297, which the clerk will report.

The legislative clerk read as follows:

A bill (H.R. 4297) to provide for reconcili-
ation pursuant to section 201(b) of the con-
current resolution on the budget for fiscal
year 2006.

The ACTING PRESIDENT pro tem-
pore. The Senator from Montana.

Mr. BAUCUS. Madam President, we
have a few hours left on this side. I be-
lieve the Senator from California, Mrs.
BOXER, is on her way to the Chamber
and will be here momentarily. Until
that moment arrives, I suggest the ab-
sence of a quorum.

The ACTING PRESIDENT pro tem-
pore. The clerk will call the roll.

The legislative clerk proceeded to
call the roll.

Mr. BYRD. Madam President, I ask
unanimous consent that the order for
the quorum call be rescinded.

The ACTING PRESIDENT pro tem-
pore. Without objection, it is so or-
dered.

Mr. BYRD. Madam President, I ask
unanimous consent that I may yield to
the distinguished Senator from Michi-
gan such time as she may require and
that I may be recognized at the close of
her remarks.

The ACTING PRESIDENT pro tem-
pore. Without objection, it is so or-
dered.

The Senator from Michigan.

Ms. STABENOW. Madam President, I
thank the distinguished Senator from
West Virginia for his kindness this
morning.

I rise in support of Senator BAUCUS’s
amendment. At a time when middle-
class families are struggling to pay
their bills, the House tax bill would ac-
tually increase taxes by more than $30
billion on those families—$30 billion.

This is a very difficult time for
Michigan families. Every day we hear
news about another plant closing or a
company entering into bankruptcy.
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Michigan has 1lost 111,000 manufac-
turing jobs, and that doesn’t include
the recent announcement by Ford to
cut another 30,000 jobs.

Michigan families are worried about
their jobs. They are also worried about
losing the pension that they have
worked hard for and paid into for the 30
years that they have worked. They see
their health care premiums continue to
skyrocket, and they are struggling to
fill gas tanks and pay home heating
bills. The average price of gasoline in
Michigan last month was $2.35 a gallon.
Now middle-class families are facing
home heating bills that are as much as
36 percent more expensive than last
year. And their salaries and their pay
stubs don’t show a 35-percent increase.
If anything, they are going down in
terms of income.

What does the House bill propose to
do to help middle-class families? Raise
their taxes. This was quite stunning to
me when I reviewed the bill that came
over from the House of Representa-
tives. We are talking about a bill that
actually raises taxes on middle-income
families. That is not acceptable. We
can do better than that. Our middle-
class way of life is in danger. I believe
very strongly that in Michigan and
places all across this country we are
fighting for a way of life. Will we have
the standard of living that we have
had? Will we have the ability to send
our kids to college and be able to buy
a home and be able to dream the Amer-
ican dream and be successful? At every
turn, we are seeing action taken here
that takes our way of life and our op-
portunities away. Before Christmas, it
was a bill that is part of this whole
package, cutting over $12 billion in op-
portunities for people to go to college,
by cutting student loans.

So this is another one of those cases
where people are working hard, expect-
ing us to do the right thing and, in
fact, the House bill would raise taxes
on middle-income people, while low-
ering taxes for those who are already
very blessed, earning millions of dol-
lars a year. We need to be passing legis-
lation that lowers health care costs,
which is hurting American manufac-
turers. We need legislation that will
protect people’s pensions. This ought
to be a basic premise and principle that
we abide by in this country. When you
work hard all your life and you pay
into a pension, you should know that
that will be there for you and your
family.

We must also enforce our trade laws
and insist that countries such as China
and Japan play by the rules and stop
manipulating their currency and that
we don’t see counterfeit products com-
ing into this country illegally, or other
countries stealing our ideas and pat-
ents.

That is the debate we should be hav-
ing. These are actions we should be
taking. I was deeply concerned the
other night to hear the President talk
about those of us who want to enforce
trade laws, essentially saying we are
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protectionists if we don’t stand back
and say that in a global economy,
whatever happens happens, that those
of us who care about the rules and
want trade to be fair are somehow pro-
tectionists. I profoundly disagree with
that.

It is our job to fight for American
businesses and American workers. That
is what I do every day, and I know that
many colleagues feel the same way.
The debate we need to be having on the
floor of the Senate is how to save our
middle class, save our way of life. But
at a minimum, we should not be pass-
ing a tax increase on middle-class fam-
ilies.

Michigan is the heart and soul of the
middle class. There are 52,000 families
in jeopardy of facing a tax increase if
we do not address the alternative min-
imum tax. The alternative minimum
tax ceiling needs to be raised, as we
know. Fundamentally, while there has
been agreement in this Chamber to do
that, if that does not come out of con-
ference committee between the House
and the Senate, we will see 19 million
families getting a tax increase as a re-
sult of actions of the Congress.

For instance, a family with five chil-
dren would be hit with this ceiling if
their income exceeds $54,000. They
would, under the current system, pay
more taxes. But without children, their
income could exceed $76,000 before they
pay more taxes. Think about that. Why
is that fair? If you have five children,
five mouths to feed, five children to
buy clothes for, five children whom you
are worried about going to college, you
are going to pay higher taxes than
somebody without children. That
makes no sense. That is a $20,000 dif-
ference, a $20,000 penalty for having
children. That makes absolutely no
sense. What is American about that?

Sadly, under the current system on
taxes with the AMT, the larger your
family, the larger taxes you pay. To
add insult to injury, the House bill ex-
tends the capital gains and dividend
tax rates to provide $50 billion in tax
breaks to our wealthiest Americans—
$560 billion in tax breaks to our wealthy
Americans—while a family with five
children, earning $54,000 a year, will
pay more taxes.

The majority of Americans are look-
ing at this and asking, what is going on
here? Where are our priorities, our val-
ues? This is backward. Even more egre-
gious is the fact that these tax breaks
that are given under the House bill are
not set to expire until 2008. So the cur-
rent tax cuts being given to the
wealthiest Americans don’t even expire
until 2008, but the current problem for
middle-income families happens right
away; the current tax increase happens
right away.

This bill is money to ensure that the
wealthiest 3 percent of Americans are
given tax breaks way out until 2010.
Meanwhile, right now, middle- and low-
income families are facing lower
wages, mounting health care costs, try-
ing to pay the gas bill, trying to pay
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the home heating bill, trying to send
the kids to college, while we cut stu-
dent loans. I did not support that. And
now we are going to say, potentially, if
the House bill were to become reality,
by the way, you are going to pay more
in taxes. This makes absolutely no
sense.

I commend my colleague, Senator
Baucus, and I commend the chairman
of the Finance Committee, as well, for
working together to fix this, getting
the Senate to work together to fix this.
We need to fix this—and not only in
the Senate because we have agreed
that is not right—this needs to be fixed
when the bill ends up going to the
President’s desk. That is when we will
know whether 19 million American
families will have a tax increase. My
vote is ‘“no’” on that one, and it is
‘“‘yes” on making sure we fight for that
which will keep our way of life in this
country.

Madam President, I yield the floor,
and I thank the Senator from West Vir-
ginia again for allowing me to use this
time.

The ACTING PRESIDENT pro tem-
pore. The Senator from Montana is rec-
ognized.

Mr. BAUCUS. Madam President, sev-
eral on our side wish to make state-
ments before we get to offer amend-
ments and vote. It is my understanding
that it will begin at about 2:15. There
will be a series of amendments then of-
fered which, obviously, we will vote on.
There are a good number on this side
and a few on the other side of the aisle.
I encourage Senators to quickly firm
up those amendments so we can line
things up as expeditiously as we pos-
sibly can.

In the meantime, I remind the Sen-
ate where we are. We are on the House
deficit reduction bill. Later today, I ex-
pect that the majority leader will offer
a substitute amendment. That will be
the Senate amendment; that is a Sen-
ate-passed bill to the House bill. The
Senate-passed bill will include a per-
fecting amendment. The perfecting
amendment will modify the Senate-
passed bill that previously passed in
the Senate by extending the so-called
tax extenders, R&D tax credit, the
WOTC tax credit, tuition reduction,
and savers’ credit, for an additional
year. Those provisions expired at the
end of 2005. The Senate bill extended
all those provisions, so-called extend-
ers, for 1 more year, until the end of
2006.

The perfecting amendment that will
be offered will then add another year to
all those, so that those provisions, if
that amendment passes, will not ex-
pire; they will have 2 more years of
life. That is the major change that will
be in the perfecting amendment to the
Senate substitute, which the majority
leader, I assume fairly quickly, will
offer.

To remind Senators, the main dif-
ference between the House and Senate
bill is this: The House bill includes the
extension of the lower taxes—the divi-
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dend tax and capital gains taxes—for 2
more years. Currently, taxation on
dividends and income taxation on cap-
ital gains enjoys a lower rate that was
put into effect several years ago. That
provision or lower rate is in current
law and will extend under current law
for 2 more years, until the end of 2008,
December 31. The House-passed bill ex-
tends that provision 2 more years, so it
would be in effect for not only 2006,
2007, and 2008, but the House bill would
be 2009 and 2010, the full calendar
years.

The House-passed bill doesn’t, how-
ever, include any relief for alternative
minimum taxes, which about 17 million
Americans will have to pay this year,
2006. Actually, it is about 20 million be-
cause 3 million taxpayers had to pay
for 2005, and 17 million more taxpayers
will have to pay an additional tax
under the so-called stealth tax, the al-
ternative minimum tax in 2006. So the
House bill extends provisions that need
not be extended because the law
doesn’t change, but it does not reduce
taxes for people who are going to pay
more for taxes in 2006. Contrast that
with the Senate-passed bill, which
would be the substitute for the House
bill. If it passes, it will send that back
over to the House. They, presumably,
will disagree with the Senate and ask
for a conference. We will appoint con-
ferees and begin a conference on the
two separate bills. That will happen
next week probably.

Again, the Senate bill doesn’t extend
dividend reduction, capital gains tax-
ation reduction, for 2 more years. It
maintains current law, which provides
the current low rate in existence for
not only this year but also next year
and also the following year, through
December 31, 2008. We did, however, in
the Senate bill, say, OK, those 17 mil-
lion people—Americans who are going
to have to pay AMT—that is additional
tax for 2006—should not have to pay
that additional tax. We, in the Senate
bill, said we are going to extend the
provisions, the so-called AMT patch, so
those Americans will not have to pay
additional tax under the alternative
minimum tax.

That is a major difference between
the House and Senate bill. I hope that
we in Senate can do what I think most
Americans want. Most Americans
would say, OK, 17 million Americans—
let’s not raise their taxes; let’s make
sure those taxes are not raised. And
then we will worry about 2009 and 2010,
when we may or may not want to ex-
tend more favorable tax treatment on
capital gains income and on dividend
income. We can cross that bridge when
we get there. Because the budget reso-
lution says we cannot lower taxes by
more than $7 billion over 5 years, we
just can’t do it all. We have to make
choices. If you add up all the provisions
that people want—the tax extenders
and other extensions of tax breaks—it
is forcing us in the Congress to begin
to make a choice as to what is more
important: prevent the additional
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taxes people have to pay next year
under the AMT, or is it more impor-
tant that they should pay those taxes
but, more for the sake of principle than
anything else, extend that dividend and
capital gains preferential treatment
for years 2009 and 2010.

Again, the House bill only addresses
2009 and 2010. Why? Because under cur-
rent law, capital gains income and divi-
dend income enjoy favorable tax treat-
ment.

That is the basic posture we are in
here. It should not take too long. After
various amendments are brought up
and Senators vote on them, we will
send the bill over to the House. The
House will probably disagree and re-
quest a conference. We will have a con-
ference when we come back next week
and finally work out passage of this
bill.

I see the Senator from West Virginia
is on the floor. I turn to the Senator
from West Virginia and yield to him
whatever time he desires.

Mr. BYRD. Madam President, I
thank my distinguished friend. He can
go ahead with whatever remarks he
has. I would love to wait 2 or 3 more
minutes.

Mr. BAUCUS. Madam President, if I
may ask the Senator from California,
how much time does she desire?

Mrs. BOXER. If I can have 20 minutes
following Senator BYRD, which we
think will be used by other Senators on
the same topic.

Mr. BAUCUS. I will do this. Why
don’t I yield to the Senator from
Michigan 5 minutes and then the Sen-
ator from West Virginia. Is that all
right with the Senator from California?

Mrs. BOXER. If I can be in that line.

Mr. BAUCUS. Yes. I think the Sen-
ator from West Virginia would like to
defer to the Senator from Michigan at
this point.

Mr. BYRD. I thank the Senator.

Mr. BAUCUS. I appreciate the Sen-
ator speaking on short notice. Madam
President, I yield 5 minutes to the Sen-
ator from Michigan.

The ACTING PRESIDENT pro tem-
pore. The Senator from Michigan.

DETROIT AND SUPER BOWL XL

Ms. STABENOW. Madam President,
after speaking in support of the Boxer
amendment, which I think is extremely
important, I wanted to take a moment
in the middle of this very important
debate, a very important bill, and rise
to speak to another important event
that is occurring this weekend.

I rise today to cheer not for the
Pittsburgh Steelers or the Seattle
Seahawks but for the city of Detroit
and the State of Michigan, which is the
host of the Super Bowl XL this week-
end. We are very excited about this im-
portant event. It is a spotlight shining
on Detroit, MI, and I am confident the
city and my home State are ready for
their closeup this weekend.

The State of Michigan and the city of
Detroit are honored to play host to the
most watched sporting event in our
country. I am sure Detroit will shine,
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as it has before when it has hosted the
Stanley Cup finals, the World Series,
and the Major League Baseball All-
Star Game, which was just held this
last summer.

Ford Field is a beautiful stadium
which will be an ideal setting for the
Seahawks and Steelers, and Cobo Hall
will play host to the NFL Experience, a
football ‘‘theme park’ where children
and their parents can enjoy over 50
interactive football theme games and
displays.

We are expecting over 100,000 visitors
to downtown Detroit. I was there last
week and saw that a lot of people have
gotten there early to enjoy what our
city offers. We are so pleased to wel-
come them. Not only will visitors have
a chance to experience Detroit’s res-
taurants and nightlife, but they can go
to the Henry Ford Museum and see the
bus on which Rosa Parks made her his-
toric stand and visit the African-Amer-
ican Museum. This weekend’s visitors
will see all the wonderful things De-
troit and the State of Michigan have to
offer.

I must say that we have over 10,000
volunteers who are ready and are work-
ing to make sure everyone enjoys every
minute of their stay, and I thank those
volunteers for their hard work in being
a part of helping Detroit shine.

Detroit is the home of Motown, and I
am thrilled that Stevie Wonder will
perform before the game and that
Aretha Franklin will sing the National
Anthem. On Saturday, Motown’s music
heritage will be on display when the
Four Tops, the Miracles, the Contours,
the Dramatics, the former ladies of the
Supremes, Freda Payne, Brenda Hollo-
way, Martha Reeves and the Vandellas,
the Velvelettes, and Paul Hill play at
the Masonic Temple. That will be an
amazing event to participate in and lis-
ten to.

On Friday and Saturday night, Kid
Rock plays at the Joe Lewis Arena be-
fore a sold-out house, proving that De-
troit is the Rock City.

This weekend, Detroit will welcome
home two of its native sons—Jerome
Bettis and Larry Foote, both members
of the Pittsburgh Steelers. Larry
Foote, a graduate of Pershing High, is
at the beginning of a promising NFL
career, while Jerome Bettis is near the
end of a Hall of Fame career where he
has displayed the character and tough-
ness of a Detroit native. Bettis grad-
uated from MacKenzie High in the late
eighties, entered the NFL in 1993, and
has since been mowing down defenses
on his way to ranking fifth on the
NFL’s alltime rushing list.

The Super Bowl will give Detroit and
the State of Michigan and the region
an economic boost, but it will also pro-
vide a more important opportunity for
the people I represent to shine, as I
know they will. I am proud of Michi-
gan’s history and excited about our fu-
ture. I am sure that on Sunday night,
those who have visited Detroit, those
who have watched the game will be ex-
cited as well. We say welcome to all of
them.
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I yield the floor.

The ACTING PRESIDENT pro tem-
pore. The Senator from West Virginia.

Mr. BYRD. I thank the very distin-
guished occupant of the chair, who pre-
sides over this august Chamber with a
dignity that is so rare as a day in June
and a loveliness that permeates the
Chamber. I thank the Chair.

MINE SAFETY

Madam President, yesterday, two
more coal miners died in West Vir-
ginia—two more, two more coal miners
died yesterday in West Virginia—one
at Long Branch Energy’s No. 18 tunnel
mine in Boone County and the other at
the Black Castle Surface Mine, which
is also in Boone County, WV. That is a
total of 16 coal miner deaths this year,
and the year is only 33 days old. This
situation is deplorable—ghastly deplor-
able.

The Governor of West Virginia, the
Honorable Joseph Manchin, announced
last night that he has asked the coal
operators of West Virginia to cease
production immediately and to go into
a mine safety standdown. He has asked
that miners be removed from mines in
order to review safety procedures and
asked that each new shift also review
safety procedures before entering the
mine.

The Governor has called for expe-
dited inspections of the State’s mines,
and he has asked that the U.S. Labor
Department send additional Federal in-
spectors and personnel to the State.

The Mine Safety and Health Admin-
istration of the U.S. Department of
Labor announced last night that it
would expand the mine safety
standdown to mines across the Nation
on Monday, February 6.

This is a very noble action on the
part of our Governor, Joe Manchin. I
have talked with Governor Manchin,
and I compliment him.

I have to say that shutting down the
mines for 1 hour is not a serious solu-
tion. It may be a timeout for safety,
but it is not time enough for meaning-
ful safety. Mine safety officials are dis-
playing increasing concern about this
rash of mining fatalities.

Those who consider the tragedies at
the Sago and Alma mines to be random
occurrences are now taking a second
look. They are asking this morning:
When will these mine tragedies stop?
When? The answer to that question is
unsettling, isn’t it? It is possible that
these accidents are not going to stop.
God only knows. Life and death are in
God’s hands.

It is possible that mine safety protec-
tions have eroded so much in recent
years that these actions are going to
continue. Who would have thought
that these mine deaths would occur as
they have and in one State? It is pos-
sible that these accidents are going to
continue to happen again and again un-
less new action—dramatic action—is
taken by the Federal Government to
curb these mining hazards.

The danger to our coal miners is
real—very real. Yes, very, very real.
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The dangers to our miners is very real.
There are too many needs, from emer-
gency communications and breathing
equipment to a rapid notification and
response system to penalizing the reck-
less disregard of Federal safety stand-
ards. Real. Too many needs, I say, are
not being addressed by the Labor De-
partment and the Mine Safety and
Health Administration and require
swift action by the Congress.

The longer we wait to act in Con-
gress, the more likely another fatality
and then another fatality and then an-
other may occur. The longer we wait to
act, the greater the threat to our en-
ergy infrastructure. If these tragedies
continue, mines could be closed and
coal and energy production could fal-
ter. The consequences could ripple
throughout the national economy. We
cannot delay. We cannot delay in re-
sponding.

I spoke with the distinguished major-
ity leader yesterday. Of course, I have
already spoken with our distinguished
minority leader, who has joined in sup-
porting the need for action on the bill
that I have introduced, along with Sen-
ator ROCKEFELLER and along with the
delegation in the House, a bipartisan
delegation. I spoke with the majority
leader yesterday, and I have asked
mine safety legislation be considered
quickly, and I publicly renew that re-
quest.

I have come to the Senate floor hop-
ing to see the majority leader again
this morning, but he is needed else-
where, and for good reason, at the mo-
ment. But I publicly renew that re-
quest, and upon his arrival I shall dis-
cuss this matter with him. I have dis-
cussed it already with the assistant
leader, Mr. MCCONNELL. I urge that
this legislation be scheduled as soon as
possible, that there be scheduled time
as soon as possible on mine safety leg-
islation.

The bill the West Virginia delegation
introduced yesterday will help to pro-
tect the lives of our miners. It will help
to keep West Virginia mines open. It
will help to keep the coal coming. It
will help to keep the coal fueling the
energy demands of our national econ-
omy. But we must act quickly. We
must ensure the safety of our coal min-
ers.

Hear me. Listen. We must ensure the
safety of our coal miners in order to
ensure the security of the Nation. The
security of the Nation depends on the
safety of our coal miners. We have de-
layed too long already, and every addi-
tional day we wait puts another min-
er’s life at risk.

O Death, where is thy sting?

O grave, where is thy victory?

Senators, listen: For whom does the
bell toll? Who knows who will be next?

I yield the floor.

The ACTING PRESIDENT pro tem-
pore. The Senator from Montana.

Mr. BAUCUS. Madam President, I
yield 20 minutes to the Senator from
California.

Mrs. BOXER. I ask my colleague to
make sure Senator LAUTENBERG Knows
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my colleagues are willing to yield him
10 minutes upon my completion; is that
correct?

Mr. BAUCUS. I will then subse-
quently yield to the Senator from New
Jersey.

Mr. BYRD. Madam President, will
the distinguished Senator from Cali-
fornia yield?

Mrs. BOXER. Yes.

Mr. BYRD. I ask so that I might
thank her again for delaying her
speech until I could make these few re-
marks. I thank her from the bottom of
my heart. She is so considerate always,
so courteous: ‘“And what is so rare as a
day in June?” The beauty of the Sen-
ator from California.

Mrs. BOXER. Oh, that is so nice.

The ACTING PRESIDENT pro tem-
pore. The Senator from California.

Mrs. BOXER. I thank my friend and
colleague, and really, in so many ways,
our leader in the Senate, and say to
him before he leaves the floor how
much we stand with him on these mine
safety questions.

We Americans are just facing so
many tragedies. My colleague reports
on yet more deaths in the mines,
deaths that are preventable if we do
the right thing by our workers. We are
mourning together today five more
American soldiers Kkilled in Iraq. We
had an incident, a workplace killing in
Santa Barbara where five or six people
lay dead. It is tough times. But I want
my good friend to know that we will
stand with him on this mine safety
question.

Mr. BYRD. Madam President, if I
might just take 1 minute, I deeply
thank—as they say in the other body—
the gentlelady from California, for her
noble comments and for her support.
The West Virginia delegation in the
House and the Senate is pleased at her
expressions of support. We are glad to
have that support. West Virginia is
proud of the California delegation, the
delegation that stands with us in this
hour of sorrow.

I thank the Senator from California
for yielding and for her support.

Mrs. BOXER. Madam President, I
rise now to discuss an amendment on
behalf of myself and Senators KERRY
and LAUTENBERG, which expresses the
sense of the Senate that the White
House should provide the public with a
thorough account of the meetings that
the President, his staff, and senior ex-
ecutive branch officials held with Jack
Abramoff. The public’s confidence in
the Government has been rocked,
rocked by the widespread reports of
public corruption involving Jack
Abramoff.

On January 3, Mr. Abramoff pleaded
guilty to conspiracy, fraud, tax evasion
charges, charges that carry up to a 30-
yvear sentence. He agreed to cooperate
with prosecutors in their investigation
of a number of public officials, and we
don’t know where all this will lead. I
urge the Justice Department to con-
tinue its investigation into any bribery
and corruption.
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The damage to the public trust from
the Abramoff scandal, combined with
the recent prosecution of Congressman
Randy Cunningham, and the indict-
ment of Congressman ToM DELAY is
massive. The investigation by the De-
partment of Justice has really just
begun. But right now, sadly, there is a
very low opinion of politicians, and
trust must be restored with the Amer-
ican people. We cannot govern effec-
tively without the support and con-
fidence of the people. We are supposed
to be their representatives. We owe
them everything, and we must start
with honesty, with ethics, so we can re-
gain their trust.

If the people have lost confidence, we
have to win it back. Every Senator I
know has searched his or her records
for contributions from Jack Abramoff,
from his associates and the tribes he
represented. Each of us has responded
in our own way. But to my knowledge,
we have all made our actions public.
We have told our constituents what the
situation is and whether we plan to do
something about it.

In the State of the Union Address the
President said:

Each of us has made a pledge to be worthy
of public responsibility—and that is a pledge
we must never forget, never dismiss, and
never betray.

Those are noble sentiments, very
noble sentiments, and I challenge the
President to live up to them. Where
there is an appearance of impropriety,
it is the responsibility of public offi-
cials to be open with the public and to
clear up any questions that might
exist. I know in my long career in
elected life, and it is now more than 30
years of elected life, I have had to re-
turn contributions from time to time. I
have tried to avoid the appearance of a
conflict of interest. I have even recused
myself on three occasions because I be-
lieved that was the right thing to do.
But no matter what each of us does
there will still be those who doubt us.
It is the system. It is a system that is
based on private financing, so it is very
difficult, with that system, to gain the
trust of the people.

But it starts with openness. It starts
with transparency. We should each try
to be as open as we can and make sure
that, whatever we decide to do, the
public is informed. It doesn’t help to be
secretive. It doesn’t help to say: I don’t
have to do this; it is my right not to
tell the public anything. It may be
your right, but it does not make it
right.

According to the press secretary of
the President, Scott McClellan, the
President does not know and doesn’t
remember ever meeting Jack
Abramoff, and despite repeated re-
quests the White House has failed to
provide details of meetings between
Jack Abramoff and the President and
his staff. The problem is, more and
more details keep coming out about
the relationship between Mr. Abramoff
and the President.

Starting in 1997, Mr. Abramoff
claimed credit for procuring a letter
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from then-Governor Bush that praised
the then-Northern Marianas Island
Education Plan. In 2000, Jack Abramoff
joined the Bush-Cheney transition
team. Several colleagues of Mr.
Abramoff ended up being appointed to
key positions in the Department of In-
terior, the agency that regulates In-
dian gaming issues, central to Mr.
Abramoff’s lobbying business.

According to the Associated Press,
Jack Abramoff and his lobbying team
had nearly 200 contacts with the Bush
administration in the first 10 months
they were in office—200 contacts in less
than a year, and nobody remembers
anything? I mean it doesn’t pass the
smell test, to be crude about it.

By 2001, Mr. Abramoff appears to
have been selling his clients access to
the President. On May 9, 2001, the
White House arranged an event on be-
half of the group Americans for Tax
Reform. That group is a very strong
ally of President Bush. The event was
attended by the President and a num-
ber of legislators. There is a trail of
documents that shows that Mr.
Abramoff asked some of his clients for
$25,000 to go to that event, with the
funds going to this Americans for Tax
Reform.

I want to show you some e-mails be-
cause I think that tells the story bet-
ter than anything. So here is what Mr.
Abramoff asked in an e-mail to a rep-
resentative of one of his tribal clients.
These are Mr. Abramoff’s words from
an e-mail.

Americans for Tax Reform is bringing to-
gether the speakers of all Republican-led leg-
islatures for a meeting with Bush and the
congressional leadership. They have re-
quested sponsorship ($25 K) from only four
groups. Two of them will be major corpora-
tions and one will be Choctaw. Chief Martin
will be coming to the event I expect. I told
them that I would ask you guys to partici-
pate. The exposure would be incredible and
would be very helpful. One of the things we
need to do is get the leaders of the tribe
(ideally the chief) in front of the President
as much as possible. Please let me know as
soon as you can. Thanks.

That is Mr. Abramoff to the rep-
resentative of one of the tribes.

Let us see what that particular indi-
vidual wrote to her tribe after she re-
ceived Mr. Abramoff’s e-mail. She
wrote:

Attached is an e-mail from Jack Abramoff
with the firm of Greenberg & Traurig. The
chairman has agreed for the tribe to be one
of the four sponsors of and participate in a
White House event on behalf of the Ameri-
cans for Tax Reform which is being held on
May, 9, 2001 in D.C. Please immediately pre-
pare a check made payable to Americans for
Tax Reform in the amount of $25,000 and for-
ward it to my office by Federal Express.
Then Fed/Ex the check to Mr. Abramoff.

Just to finish this story, here we
have a copy of the check Mr. Abramoff
received from the Coushatta Tribe of
Louisiana in the amount of $25,000—
selling the President of the United
States and using Federal property.

The meeting was held in the Old Ex-
ecutive Office Building. In all, it ap-
pears that four or more of Abramoff’s

CONGRESSIONAL RECORD — SENATE

clients attended the event, and at least
two claimed they paid the $25,000 re-
quested. They paid that to get close to
the President on Federal property.
Jack Abramoff, as I said, delivered the
President of the United States in ex-
change for his clients’ contribution to
the President’s supporters. How many
more Abramoff clients attended is not
clear, and who paid money to attend
the White House event is not clear. The
White House claims it has no record of
Mr. Abramoff attending, but Time
magazine claims there is a photo of the
President standing with Abramoff and
one of Abramoff’s clients.

This event alone warrants the Presi-
dent providing full disclosure of meet-
ings with White House officials and
Jack Abramoff.

But this was not a one-time event.
The following year, Mr. Abramoff solic-
ited money from his clients for another
White House event in behalf of Ameri-
cans for Tax Reform.

The public has more and more ques-
tions about the relationship between
Jack Abramoff, the President, and his
staff, but no answers are forthcoming.
The President’s refusal to provide addi-
tional information about these meet-
ings has increased the public’s distrust
in the administration and our Govern-
ment at large.

The President said some very noble
words at the State of the Union Ad-
dress. He said it was important for us
to bring trust back. Yet we see no
movement for transparency and open-
ness.

The public has a right to know whom
Mr. Abramoff met with, what they dis-
cussed, and whether improprieties ex-
isted. According to a Washington Post/
ABC News poll, 76 percent said Bush
should disclose his contacts with his
aides and Mr. Abramoff. Two of three
Republicans favored disclosure. Let me
say that again. In the poll, two of three
Republicans favored disclosure.

In fact, members of the President’s
own party in the Senate and in the
House have urged the President to pro-
vide information to the public about
this administration’s dealings with Mr.
Abramoff. I agree with them. All Gov-
ernment officials who serve the public
must take all steps necessary to main-
tain their trust and confidence.

I hope my colleagues will support
this important amendment which I
plan to offer on behalf of Senator
KERRY and Senator LAUTENBERG. It
simply calls on the White House to im-
mediately and publicly disclose each
visit and meeting between Jack
Abramoff and the President, White
House staff, or senior executive branch
officials.

Much is made about how Senators
get an opportunity to fight for funds
for their State. Senator MCCAIN has de-
rided this action. Senator MCCAIN said
earmarks right on their face are wrong.
If you look at the number of earmarks
Members of the Senate are involved in
for our States—I know my colleague
and I sit on the Public Works Com-
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mittee. I don’t need any lobbyist to tell
me that I need a road in my urban area
when one is broken down. I don’t need
a lobbyist to tell me that I need an
HOV lane or a new water system or a
new sewer system or a new school or a
new senior center. It is my job to know
that. Senator MCCAIN thinks that is all
terrible. But the bottom line is the
number of earmarks pales in compari-
son with the amount of funds that are
distributed by this administration and
any subsequent or prior administra-
tion. They distribute most of the funds.

It is very important, as we all look at
our campaign contributions, to sort
out in any of them which are in any
way tainted by Mr. Abramoff and that
the White House comes to the table
and is as open as we have been. I be-
lieve it is very important. This isn’t a
partisan issue. Republicans have been
calling for the White House to come
clean on this, and Democrats are doing
the same.

If we are going to restore confidence
in our Government, it starts with sim-
ple openness, not saying: Oh, this is
privileged, this is secret. I will tell you
right now, we all learned it from our
moms and dads. When somebody says,
this is secret, watch out. Our Govern-
ment is supposed to be open, not se-
cret.

I hope there will be strong support
for this particular amendment. I be-
lieve its timing is crucial. We can’t let
any more time elapse.

There are calls for—and I am joining
them—a special prosecutor in this par-
ticular case. But even before that de-
bate begins, let us have everyone come
clean on these meetings, contributions,
and the like.

I thank my colleague from Montana,
the ranking member of the Finance
Committee, for his generosity of spirit
in allowing me to discuss this issue.
Technically, of course, it isn’t a matter
of the Finance Committee jurisdiction,
but I believe the timing is so important
that we should have a vote on this.

Thank you very much. I yield back
whatever time remains.

Mr. BAUCUS. Madam President, I
very much thank the Senator from
California for her terrific service to her
State and to the Nation.

I yield 10 minutes to the Senator
from New Jersey.

The ACTING PRESIDENT pro tem-
pore. The Senator from New Jersey is
recognized.

Mr. LAUTENBERG. Madam Presi-
dent, I thank my colleague from Mon-
tana. I also congratulate our colleague,
the Senator from California, for her
diligence in pursuing this issue. Sen-
ator BOXER has an interest in fairness
and equity at all times, and open gov-
ernment. I am so pleased that we can
rely on her and her staff to research
this matter and to bring it to the
public’s attention.

Everyone knows there is a cloud over
Washington these days. It is a cloud of
corruption that challenges the funda-
mental concept of democracy in our
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great country, one that says the Presi-
dent, under the guise of an act of patri-
otism, can spy on people, innocent peo-
ple, invade their privacy totally, and
yet withhold records that are vital to
the public’s confidence in government,
withhold data that is required in this
scandal we are now witnessing which
hangs over Washington.

This deep-seated corruption was ex-
posed as part of an investigation into
the activities of the lobbyist Jack
Abramoff. We now know that he com-
mitted despicable acts against his own
clients and that he conspired at the
same time with certain Members of
Congress. His contacts with the White
House and his friends are still very
much a mystery. Imagine that—con-
tacts with the President of the United
States hidden from the public. It is in-
comprehensible. President Bush refuses
to disclose his contacts with Mr.
Abramoff for reasons that are unclear.
If there is no wrongdoing, there should
be nothing to hide.

I wish to quote President Bush from
a statement he made when running for
President in 2000. He said, and I quote
him:

Americans are tired of investigations,
scandals, and the best way to get rid of them
is to elect a new President—

We are talking about 2000.

—who will bring a new administration, who
will restore honor and dignity to the White
House.

What an empty statement that has
proven to be. President Bush pledged to
run an ethical White House. Now, as we
see, those words seem almost hypo-
critical. At the very least, in order to
keep this pledge, President Bush must
release information on contacts be-
tween him, his staff, and Mr. Abramoff.
What is he ashamed of? Whether he is
ashamed of it or not, he ought to re-
lease it to clear the air. The public
wants these contacts disclosed. The
President needs to help the truth come
out, the whole truth, and nothing but
the truth. And he should be assisting
us in this investigation.

White House Press Secretary Scott
McClellan says President Bush does
not know Mr. Abramoff. But there is
stark evidence to the contrary. Accord-
ing to Washingtonian magazine,
Abramoff said that not only did he
know the President but that the Presi-
dent knew the names of Abramoff’s
children and asked about them during
their meeting.

There appears to be a long trail of
contacts between Mr. Abramoff and the
Bush White House. For starters, Presi-
dent Bush put Mr. Abramoff on his 2000
Presidential transition team—a pretty
important job. Mr. Abramoff was then
able to get his allies appointed to key
positions at the Department of the In-
terior. Why the Department of the In-
terior? Because it regulates Indian
gaming issues that were central to Mr.
Abramoff’s lobbying business.

He was also one of President Bush’s
top campaign fundraisers, a so-called
Pioneer. He raised over $100,000 for
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President Bush’s 2004 reelection cam-
paign. That was the definition of ‘“Pio-
neer’—big-time money.

According to Time and Newsweek
magazines, Mr. Abramoff also sold ac-
cess to the White House through pay-
ments sent to Grover Norquist’s front
organization, Americans for Tax Re-
form. Senator BOXER displayed a check
which was made out to Indian tribes
which paid upwards of $25,000 to
Norquist for access to President Bush
and his top adviser, Karl Rove. Mr.
Abramoff bragged to one his clients,
Tyco, that he talked to Karl Rove
about their issues. And David Safavian,
a White House official now under in-
dictment, funneled confidential infor-
mation to Abramoff to help Tyco.

Mr. Abramoff’s own billing records
show that his office had almost 200 con-
tacts with the Bush administration in
only its first 10 months. The officials
listed as contacts included the then-At-
torney General John Ashcroft and Vice
President CHENEY’s top advisers.

As far back as 1997, there is evidence
of contacts between then-Governor
Bush and Mr. Abramoff. Abramoff
charged his client at the time, the
Northern Mariana Islands, to get Gov-
ernor George W. Bush to write a letter
praising the island’s education plan.
Governor Bush did write such a letter
to the island government on July 18,
1997, with a ‘“cc” to one of Mr.
Abramoff’s deputies.

The bottom line is that this amend-
ment—once again, I salute my col-
league from California for bringing this
up, and I intend to support it vigor-
ously—the bottom line is that this
amendment urges the President to
clear the air. The American people
want to know whether the Bush White
House was complicit with  Mr.
Abramoff’s  schemes. Maybe  Mr.
Abramoff was exaggerating his con-
tacts with the White House. That is
possible. But there is only one way to
find out—release the records. We are
seeing withholding of information by
the White House. I sit on the Com-
mittee on Government Accountability.
The Republican chairman, SUSAN COL-
LINS, has asked the White House for in-
formation related to the Federal Gov-
ernment’s response to Hurricane
Katrina. We cannot get that. There has
been a public display of the requests
for that information.

Does this suggest this White House is
committed to Kkeeping the informa-
tion—information that belongs to the
public—private, within their confines
so they can do anything they want and
not be challenged with their conduct
related to this issue? It looks like a
constant pattern.

I urge my colleagues to support hon-
est and open government and to vote
for the Boxer amendment.

I yield the floor and suggest the ab-
sence of a quorum.

The ACTING PRESIDENT pro tem-
pore. The clerk will call the roll.

The assistant legislative clerk pro-
ceeded to call the roll.
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Mr. BAUCUS. Madam President, I
ask unanimous consent that the order
for the quorum call be rescinded.

The PRESIDING OFFICER (Mr.
DEMINT). Without objection, it is so or-
dered.

Mr. BAUCUS. Mr. President, I am
pleased that later today we will be of-
fering a modification to the Senate
amendment to provide a 2-year exten-
sion and enhancement to the research
and development tax credit. Of course,
I have filed legislation with my friend,
Senator HATCH, to make a permanent
commitment to research-intensive
businesses in the United States.

This legislation is bipartisan and bi-
cameral. But 2-years is certainly much
better than the usual yearly extender.
I am already starting to hear from
business taxpayers how important a
commitment to longer term research
projects are, and I agree with them.

I am hopeful that we can prevail
upon our House conferees to retain this
2-year incentive.

You know, just the other night, the
President spoke of the importance of
the R&D credit to maintaining Amer-
ica’s competitive edge. He is right, and
that is why I have been a strong sup-
porter of legislation to make the credit
permanent for the last few Congresses.

Every morning we hear news of some
new product or discovery that promises
to make our jobs easier or our lives
better. Many of these innovations
started with a business decision to hire
needed researchers and finance the ex-
pensive and long process of research
and experimentation.

Since 1981, when the R&D tax credit
was first enacted, the Federal Govern-
ment was a partner in that business en-
deavor because of the potential spill-
over benefits to society overall from
additional research spending.

But the credit has been hobbled over
the years because of its temporary na-
ture. As stated in an analysis last year
by the Joint Committee on Taxation,
“Perhaps the greatest criticism of the
R&D credit among taxpayers regards
its temporary nature.”’

Joint Tax went on to say, ‘A credit
of longer duration may more success-
fully induce additional research than
would a temporary credit, even if the
temporary credit is periodically re-
newed.”

I think we should heed the advice of
the experts at Joint Tax and renew this
credit for as long as we can. That is
why I will support a modified Senate
proposal later today for a 2-year exten-
sion.

Research has shown that a tax credit
is a cost-effective way to promote
R&D. The General Accounting Office,
the Bureau of Labor Statistics, the Na-
tional Bureau of Economic Research,
and others have all found significant
evidence that a tax credit stimulates
additional domestic R&D spending by
U.S. companies.

A report by the Congressional Re-
search Service, CRS, indicates that
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economists generally agree that, with-
out Government support, firm invest-
ment in R&D would fall short of the so-
cially optimal amount, and thus CRS
advocates Government policies to
boost private sector R&D.

R&D is linked to broader economic
and labor benefits. R&D lays the foun-
dation for technological innovation,
which, in turn, is an important driving
force in long-term economic growth—
mainly through its impact on the pro-
ductivity of capital and labor. We have
many times heard testimony from
economists, including Federal Reserve
Board Chairman Alan Greenspan, that
the reason our economy grew at such
breakneck speed during the 1990s
stemmed from the productivity growth
we realized thanks to technological in-
novations.

There has been a belief that compa-
nies would continue to increase their
research spending and that the benefits
of these investments on the economy
and labor markets would continue
without end. Unfortunately, that is not
the case.

According to Battelle’s 2005 funding
forecast, industrial R&D spending will
increase only 1.9 percent above last
year, to an estimated $191 billion,
which is less than the expected rate of
inflation of 2.5 percent. For the fifth
year in a row, industrial R&D spending
growth has been essentially flat.

It is also important to recognize that
many of our foreign competitors are of-
fering permanent and generous incen-
tives to firms that attract research
dollars to those countries.

A 2001 study by the Organization of
Economic Cooperation and Develop-
ment, OECD, ranked the United States
ninth behind other nations in terms of
its incentives for business R&D spend-
ing. Countries that provide more gen-
erous R&D incentives include Spain,
Canada, Portugal, Austria, Australia,
Netherlands, France, and Korea.

The United Kingdom was added to
this list in 2002 when it further ex-
panded its existing R&D incentives
program. The continued absence of a
long-term U.S. Government R&D pol-
icy that encourages U.S.-based R&D
will undermine the ability of American
companies to remain competitive in
U.S. and foreign markets. This dis-
parity could limit U.S. competitiveness
relative to its trading partners in the
long run.

Also, U.S. workers who are engaged
in R&D activities currently benefit
from some of the most intellectually
stimulating, high-paying, high-skilled
jobs in the economy.

My own State of Montana is an excel-
lent example of this economic activity.
During the 1990s, about 400 establish-
ments provided high-technology serv-
ices, at an average wage of about
$35,000 per year. These jobs paid nearly
80 percent more than the average pri-
vate sector wage of less than $20,000 per
year during the same year.

Many of these jobs would never have
been created without the assistance of
the R&D credit.
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While there may not be an immediate
rush to move all projects and jobs off-
shore, there has been movement at the
margins on those projects that are
most cost-sensitive. Once those
projects and jobs are gone, it will be
many years before companies will have
any incentive to bring them back to
the United States.

We continue to grapple with the need
to stimulate economic growth and ad-
vance policies that represent solid
long-term investments that will reap
benefits for many years to come. I re-
peatedly have pointed to the R&D tax
credit as a measure that gives us a
good ‘‘bang for our buck.” I hope my
colleagues will join me in supporting a
2-year extension. It is good for Amer-
ican businesses and workers, and we
need it to maintain our global competi-
tive edge.

Mr. President, I take a few moments
to talk about the schedule for the rest
of the day. The majority leader will be
coming to the floor momentarily. Obvi-
ously, he will give a better idea of the
schedule.

I expect sometime before 11 o’clock
this morning the majority leader will
come to the floor to offer the Senate
substitute in a Grassley-Baucus per-
fecting amendment. I understand the
majority then will fill the amendment
tree—that is, offer amendments to fill
up the tree—preventing the offering of
amendments this morning. However,
Senators on this side of the aisle will
be able to offer their amendments. It is
just a question of when they can offer
amendments.

Later in the day Members can offer
amendments. It is the managers’ expec-
tation Senators will have used or yield-
ed all time back on the bill at 2:15 and
we will begin a series of votes that reg-
ularly follow debate time on the rec-
onciliation bill; that is, the so-called
vote-arama. Roughly at 2:15 we begin
the vote-arama. As Senators offer the
amendments, at that point we will vote
on the amendments. I am hopeful we
will have a couple minutes’ time for an
explanation as to what the amend-
ments actually are. That is the proce-
dure.

I discussed the order of amendments
to be offered with the Democrat leader,
and I have discussed the order with the
chairman of the Committee on Fi-
nance. Shortly, I will announce the
plans for the first 10 amendments the
Democrat Senators will offer.

Those first 10 amendments in this
order are as follows: an amendment by
Senator BINGAMAN on prescription drug
implementation; next is an amendment
by Senator MENENDEz, AMT dividends
and capital gains, which is germane;
third, a Rockefeller amendment on
mine safety; fourth, an amendment by
Senator CONRAD, he will offer the sub-
stitute amendment which is fully off-
set; fifth, an amendment by Senator
KENNEDY which essentially is the R&D
extension for 3 years, and that will be
germane; sixth, an amendment by Sen-
ator OBAMA with respect to Katrina
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child tax credit; next, seventh, an
amendment by Senator CANTWELL deal-
ing with energy taxes; and No. 8, an
amendment by Senator SCHUMER which
is a sense of the Senate on AMT; ninth,
an amendment by Senator HARKIN with
respect to so-called PEP and Pease pro-
visions and dependent care credit; and
tenth is an amendment by Senator
LANDRIEU for expansion of the low-in-
come housing tax credit. She wants to
expand the tax credit.

There will be other amendments
later. I am hopeful the additional Dem-
ocrat amendments can be 10, 12, 14, but
I am not sure. I don’t want to prejudge
that. These are the first 10. We will in-
dicate what the others will be.

This is our intention of how to pro-
ceed. My expectation is the other side
of the aisle will offer amendments. We
will work with the chairman of the
committee and go back and forth at
the appropriate time.

That is the general procedure we
have in mind. It is not locked in, but
that is the general procedure in con-
sultation with the chairman of the
committee that we would like to work
out. Senators from the other side of
the aisle will want to offer their
amendments. It will be the managers’
intention to alternate between both
sides of the aisle. We will seek to ob-
tain copies of amendments and an-
nounce information on them as soon as
possible.

Obviously, if Senators get informa-
tion on the amendments to us quickly,
the more likely we get the amend-
ments up earlier rather than later.

With those caveats, those are the
first 10 amendments we expect to be of-
fered. Pending that, the majority lead-
er is in the Senate. I am sure he wants
to make a statement.

I yield the floor.

The PRESIDING OFFICER. The Sen-
ate majority leader is recognized.

Mr. FRIST. Mr. President, I have
been talking to the ranking member
before coming to the floor. I think he
explained generally what will take
place. I will comment on it after com-
pletion of procedural requests.

AMENDMENT NO. 2707
(Purpose: To provide a substitute
amendment)

Mr. President, I send a substitute
amendment to the desk, and I ask for
its consideration.

The PRESIDING OFFICER. The
clerk will report.

The assistant legislative clerk read
as follows:

The Senator from Tennessee [Mr. FRIST],
for Mr. GRASSLEY and Mr. BAUCUS, proposes
an amendment numbered 2707.

(The amendment is printed in today’s
RECORD under ‘“Text of Amendments.”’)

Mr. FRIST. I ask for the yeas and
nays on the amendment.

The PRESIDING OFFICER. Is there a
sufficient second?

There is a sufficient second.

The yeas and nays were ordered.

Mr. FRIST. I now ask that notwith-
standing the Budget Act, it be in order
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for me to send additional amendments
and motions to the desk with all the
statutory debate time on each amend-
ment or motion still reserved.

The PRESIDING OFFICER. Without
objection, it is so ordered.

AMENDMENT NO. 2708 TO AMENDMENT NO. 2707
(Purpose: To provide a substitute
amendment)

Mr. FRIST. I send a first-degree
amendment to the desk.

The PRESIDING OFFICER. The
clerk will report.

The assistant legislative clerk read
as follows:

The Senator from Tennessee [Mr. FRIST],
for Mr. GRASSLEY and Mr. BAUCUS, proposes
an amendment numbered 2708 to amendment
No. 2707.

(The amendment is printed in To-

day’s RECORD under ‘“‘Text of Amend-
ments.”’)

Mr. FRIST. I ask for the yeas and
nays.

The PRESIDING OFFICER. Is there a
sufficient second?

There is a sufficient second.

The yeas and nays were ordered.

AMENDMENT NO. 2709 TO AMENDMENT NO. 2708

Mr. FRIST. I now send a second-de-
gree amendment to the desk.

The PRESIDING OFFICER. The
clerk will report.

The assistant legislative clerk read
as follows:

The Senator from Tennessee [Mr. FRIST]
proposes an amendment numbered 2709 to
amendment No. 2708.

The amendment is as follows:

At the end of the amendment add the fol-
lowing:

““This section shall become effective 1 day
after enactment.”

MOTION TO COMMIT

Mr. FRIST. I move to commit the
pending bill, and I send the motion to
the desk.

The PRESIDING OFFICER. The
clerk will report the motion.

The assistant legislative clerk read
as follows:

The Senator from Tennessee [Mr. FRIST]
moves to commit the pending bill to the
Committee on Finance, with instructions to
report back forthwith, with an amendment.

Mr. FRIST. I ask for the yeas and
nays.

The PRESIDING OFFICER. Is there a
sufficient second?

There is a sufficient second.

The yeas and nays were ordered.

AMENDMENT NO. 2710
(Purpose: To provide a substitute
amendment)

Mr. FRIST. I send an amendment to
the instructions to the desk.

The PRESIDING OFFICER. The
clerk will report.

The assistant legislative clerk read
as follows:

The Senator from Tennessee [Mr. FRIST],
for Mr. GRASSLEY and Mr. BAUCUS, proposes
an amendment numbered 2710 to the instruc-
tions on the motion to commit.

(The amendment is printed in today’s
RECORD under ‘‘Text of Amendments.”

Mr. FRIST. I ask for the yeas and
nays.
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The PRESIDING OFFICER. Is there a
sufficient second?

There is a sufficient second.

The yeas and nays were ordered.

AMENDMENT NO. 2711 TO AMENDMENT NO. 2710

Mr. FRIST. Mr. President, I send a
second-degree amendment to the desk
for its consideration.

The PRESIDING OFFICER.
clerk will report.

The assistant legislative clerk read
as follows:

The Senator from Tennessee [Mr. FRIST],
for Mr. TALENT, proposes an amendment
numbered 2711 to amendment No. 2710.

The amendment is as follows:
(Purpose: To repeal the sunset of the provi-

sions in EGTRRA relating to the child tax

credit)

At the end of the amendment add the fol-
lowing:

SEC. . PERMANENT EXTENSION OF EGTRRA

PROVISIONS RELATING TO CHILD
TAX CREDIT.

Section 901 of the Economic Growth and
Tax Relief Reconciliation Act of 2001 (relat-
ing to sunset provisions) shall not apply to
the amendments made by section 201 of such
Act.

Mr. FRIST. Mr. President, as a con-
tinuation of the explanation, it has not
been my preference to file these
amendments, but we have tried over
the last couple of days to bring a sem-
blance of order so we can complete the
activity that is in the Senate. It was
November when we first passed this
bill. The House passed a bill. Under the
usual circumstances, with unanimous
consent, we marry the two bills and it
goes to conference.

We are spending these 20 hours, and
we have had good debate over the
course of yesterday and this morning.
But we have been unable to get unani-
mous consent to have a list of these
amendments with language which
would allow our chairman and ranking
member to begin voting on those
amendments. Thus, what will happen
today is, as the ranking member ex-
plained, time will expire sometime
around 2:15 today. I don’t know the
exact time. After that, there will be a
series of rollcall votes. The rollcall
votes begin with the Talent amend-
ment, which is the pending amend-
ment. After that, others will have the
opportunity to offer amendments, and
they would be voted on accordingly.

I do encourage all of our colleagues
to work with the chairman and rank-
ing member, the managers of the bill,
so we can have an orderly process and
we can stick with amendments that are
pertinent and relative to the under-
lying bill. It means if we work aggres-
sively but work collaboratively over
the course of the day we will start vot-
ing early this afternoon. We will be
voting until we finish this particular
bill.

The PRESIDING OFFICER. The mi-
nority leader is recognized.

Mr. REID. Mr. President, I am sorry
to have been late. Are we going to fin-
ish these votes today, tonight?

Mr. FRIST. Mr. President, through
the Chair, in response, I certainly hope
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so. I believe we are in a position to do
s0, but it depends on how many amend-
ments we have. Once we start voting,
we will keep the amendments very
tight. Both the Democrat leader and I
said we hoped it would not come to this
point to have a vote-arama, but that is
what it will be. I believe we can finish
it tonight. The only hesitation is how
much cooperation we get from our side
of the aisle and your side of the aisle.
If we do not finish tonight, we will con-
tinue tomorrow until we complete the
legislation.

The PRESIDING OFFICER. The Sen-
ator from Montana.

Mr. BAUCUS. Mr. President, if it is
helpful to all Senators, especially the
Senator from Tennessee and the Sen-
ator from Nevada, we have a total of
about 20 amendments on this side. I
don’t know how many are on the other
side, but I guess maybe we could finish
by around 7 o’clock or 8 o’clock to-
night. That is a rough estimate. Maybe
earlier.

The PRESIDING OFFICER. The mi-
nority leader.

Mr. REID. Mr. President, I appreciate
the positive tone of voice of my distin-
guished friend from Montana, but if we
have 20 votes—and that is on our side—
and there are second-degree amend-
ments to those, and amendments of-
fered on the other side, we are talking
about a long night. The best we can do,
no matter how hard we try, is three,
three and a half amendments an hour.
So we are talking about, if we start at
2 o’clock, a lot of hours.

I appreciate everyone being confident
we will do this. And we will certainly
cooperate any way we can. And, as hap-
pens, there may be Members who de-
cide not to offer their amendments.
That is always a possibility. We will do
the best we can. It may be necessary to
alert Senators that there may be work
tomorrow. The distinguished majority
leader is in the Senate, but it is very
likely we may not be able to finish all
these votes—well, maybe not ‘‘very
likely”’—but it is certainly possible we
may not be able to finish the votes to-
night.

Mr. FRIST. Mr. President, I have
made it clear from the outset we need
to finish this legislation this week. Fri-
day is a working day, as we all know.
If we have to be here, we will do that.
On the other hand, once people under-
stand where we are and that we do not
actually have to be doing this, people
will step back and be reasonable in
terms of the number of amendments,
making sure they are amendments rel-
ative to the underlying bill.

The managers will do this later, but
Members need to be clear these are 10-
minute votes, as well.

I yield the floor.

Mr. BAUCUS. Mr. President, I don’t
see any Member wishing to speak at
this moment.

I suggest the absence of a quorum.

The PRESIDING OFFICER. The
clerk will call the roll.

The assistant legislative clerk pro-
ceeded to call the roll.
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Mr. GRASSLEY. Mr. President, I ask
unanimous consent that the order for
the quorum call be rescinded.

The PRESIDING OFFICER. Without
objection, it is so ordered.

Mr. GRASSLEY. Mr. President, I rise
to make an opposite point of view and
critical comments on a statement that
was made yesterday by the Senator
from North Dakota, Mr. DORGAN. Once
again, he made a very impassioned
case, and everybody who hears him
knows he presents his case very well.
He made an impassioned case for Amer-
ican workers whose jobs have been lost
when plants move overseas.

We have all witnessed this heart-
wrenching event. I know even in my
home State of Iowa we have had plant
closings for that reason. Some of those
operations have been moved out of the
United States. But as far as Iowans are
concerned, let me remind you this has
been a phenomenon of plants moving
from Iowa to other places for a long
time, before we ever heard the word
‘““‘outsourcing.”

I remind my colleagues I was a mem-
ber of the International Association of
Machinists at a sheet metal factory,
the Waterloo Register in the town of
Cedar Falls, IA. We made furnace reg-
isters. I started working there in 1961,
when I was a young member of the
Iowa Legislature, to supplement the in-
come of a citizen legislator, and also to
supplement the income of a young
farmer getting started at that time be-
cause I was only farming 80 acres at
that time. Even in 1961, you could not
make a living farming 80 areas. You
could not make a living getting $3,000
every other year being an Iowa legis-
lator. So I became a factory worker.

At about 1971, the people who owned
our company decided people in Texas
would work for less money than people
in Waterloo, IA, so they moved the
plant to Texas. Our job was shut down.
Our job was lost. The outsourcing was
not to China, it was to Texas. I pre-
sume that 25 years later there were
jobs that moved from Iowa to Texas
that eventually moved to Mexico, and
then it was not long Mexico was losing
jobs from Mexico to China. Now we
hear about jobs moving from China to
someplace else, where somebody is
going to work someplace else for a
lower wage. I guess when you have a
planet of 6.5 billion people, and people
want to eat, they want jobs, somebody
is going to seek that work and do it. So
I believe I have been a victim of
outsourcing not to China but to Texas.
But it is still a problem today, and it is
one for which we have to have sym-
pathy.

Senator DORGAN, obviously, presents
a great case for those people. But I
want people to know I have lived
through that and know what it is like
when I am commenting because I do
not want people to think I am unsym-
pathetic to outsourcing. But I think we
have to recognize the economic facts of
life, whether it is my job at the Water-
loo Register in Cedar Falls, IA, or
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whether it was 250 years ago when
manufacturing jobs left Great Britain
to come to the Colonies in the United
States of America.

Now, I want to say, unfortunately,
Senator DORGAN’s amendment—if it is
the same one we saw in 2004. And you
can tell from the debate that we just
had that we do not have the language
on these amendments, and we are beg-
ging for them. Anybody who believes in
transparency of Government ought to
get these amendments out here. There
is no reason to be secretive about the
people’s business because everybody is
watching us right here on television.
We are not trying to hide anything. So
we need to see those amendments.

But the point is, if it is like the
amendment in 2004, that amendment
will not do one thing to bring jobs back
to America. In fact, it could very well
cost even more U.S. jobs. I would like
to explain, then, why I come to this
conclusion.

This amendment, if it is similar, re-
peals deferral for property imported
into the United States by a foreign
subsidiary of a U.S. company, without
regard to whether that property was
ever previously produced, manufac-
tured, or grown in the United States.

This means the amendment by Sen-
ator DORGAN fails to focus on their pri-
mary complaint that U.S. companies
are shutting their plants, moving pro-
duction offshore, and selling back into
the United States. The bill does not
focus on this scenario. Instead, it over-
shoots the mark by hitting all goods
sold into America by U.S. companies,
even if it is impossible for those goods
to be produced in America.

For example, if a produce company
sets up a banana farm in Costa Rica to
import bananas into the United States
and around the world, the income from
sales to the United States is not eligi-
ble for deferral. I may be mistaken on
this point, but I am not aware of too
many banana farms in Texas or Flor-
ida, so I do not see how allowing a ba-
nana farm in Costa Rica is going to
cost U.S. jobs.

Similarly, if a U.S. company wanted
to start a mining operation in some
faraway land to extract a new and ex-
otic mineral that is not found at home,
they could see that anywhere in the
world, but they cannot import that
back into the United States without
triggering the impact of this amend-
ment.

Or let’s look at coffee. We have a lot
of coffee shops on our streets these
days. If they set up their own coffee
plantation in Brazil, they would be hit
by the Dorgan amendment. I think we
only raise coffee in one State in the
United States, and maybe they do not
do that in Hawaii anymore. But there
is not much coffee raised in the United
States. We sure do not raise it in my
State of Iowa.

Our friends from New York and New
Jersey ought to consider the effects of
this amendment on Puerto Rican resi-
dents who work in plants owned by
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subsidiaries of U.S. companies. Many of
the U.S. multinationals have manufac-
turing subsidiaries in Puerto Rico that
import products into the U.S. market.
Since our Tax Code treats Puerto
Rican corporations like foreign cor-
porations, this amendment would hit
those companies very hard. But it
would not hit their foreign-owned com-
petitors who sell into the TUnited
States.

It seems Senator DORGAN’s amend-
ment would allow a U.S. company to
sell a foreign-produced good to anyone
in the world except Americans, but it
would allow a foreign-based company
to sell those same goods to Americans.
When you stop to think about looking
out for the benefit of Americans, this
does not make any sense.

I have described how the bill would
operate, but I do not think this is the
intent of the legislation. What I believe
is intended is that deferral should be
denied if a company closes a U.S. plant,
produces the goods offshore, and then
imports the goods back into the United
States.

This does not actually happen very
often. We have had this debate before.
The last time I spoke on this issue was
when we were debating the JOBS bill
back in 2004. I do not think much has
changed since then.

At that time, the latest Department
of Commerce data on U.S. multi-
nationals showed that only 7 percent of
foreign subsidiary sales were into the
United States—only 7 percent.

Nevertheless, this amendment insists
that the rule of ‘‘deferral’” in our tax
law is somehow a ‘‘tax benefit’” that
moves jobs offshore and allows you to
not pay taxes on foreign income. This
is not true, of course. Deferral has
nothing to do with moving jobs, and it
never forgives taxes that are owed on
foreign profits of U.S. companies.

Many U.S. companies, however,
choose to reinvest their foreign earn-
ings in foreign markets, and so the
U.S. tax on those earnings is, then, in-
definitely deferred.

As Senator DORGAN noted, the JOBS
bill, that we call the American Jobs
Creation Act of 2004, did contain a pro-
vision that provided U.S. multi-
nationals a temporary ability to re-
ceive dividends from their foreign sub-
sidiaries at a reduced tax rate. Now, it
is important to note that companies
could only avail themselves of this re-
duced rate on an amount of earnings
they identified in SEC filings as ‘‘per-
manently reinvested.” That is a legal
term, which means they had no inten-
tion of bringing that money back to
the United States.

Senator DORGAN’s characterization of
that provision is misleading, and I
would say in two ways. First, Senator
DORGAN calls the repatriation provi-
sion a tax cut of over $100 billion. To
arrive at that huge number, the Sen-
ator’s calculation must assume these
companies would have brought close to
$340 billion of their foreign earnings
home in the absence of the repatriation
provision of the JOBS bill.
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Now, the fact is—and I get this from
scoring by the nonpartisan Joint Com-
mittee on Taxation—this provision has
a cost to the Treasury of not $100 bil-
lion but $1.9 billion over 5 years and
$3.3 billion over 10 years; and it actu-
ally scored as a revenue raiser in the
first year of $2.8 billion.

Now, I plan on looking at the actual
results of this repatriation provision
when all the facts are in, after the fact.
You are kind of guessing before you
pass a bill. But after it has operated for
a couple years, then you get a chance
to get a real look at it. So we are going
to look at this repatriation provision.
But the Joint Committee on Taxation
must have scored this provision as a
raiser in year 1, and a relatively small
cost over 5 and 10 years, because 5.25
percent of a large amount that was re-
patriated is a lot more than 35 percent
of a much smaller amount that would
have been repatriated otherwise.

In other words, it is not as much
money coming back into this country,
and if it does not come back here, it is
not taxed.

I am not here to defend the repatri-
ation provision or those companies
that laid off workers or took advantage
of the repatriation provision. I am just
as troubled by those announcements as
Senator DORGAN. I am simply pointing
out that Senator DORGAN’s character-
ization of that provision as a $100 bil-
lion tax cut is extremely misleading.

Second, Senator DORGAN talks as if
the repatriation provision was the cor-
nerstone of the American Jobs Cre-
ation Act, and it was kind of an ap-
pendage. In fact, the repatriation pro-
vision was a very small part of the bill.
One of the key pieces of the JOBS bill
was the manufacturing deduction
which does actually give a tax break
for companies that manufacture, leav-
ing jobs here or creating jobs here. The
Joint Committee on Taxation scored
this provision as a cost to the Treasury
of $76 billion over a 10-year period.
That is, in fact, a tax cut, and it is a
tax cut that will maintain jobs in
America and will create jobs because
one of the problems for American cor-
porations compared to international
competition is the high tax rate that
we have on corporations compared to a
lot of other countries. Those other
countries are waking up. Just look at
Ireland, look at Hurope, what we are
talking about doing now—sometimes
through the European Union, some-
times through individual countries.
They are seeing great advantage by re-
ducing the corporate tax rate in their
respective countries.

Two years ago, we thought we had
moved ahead of them. Now they are
following suit. We may have to go back
and look at our corporate tax to find
out if we are going to continue to be
noncompetitive.

I would like to go back to the defer-
ral issue. The rule of deferral exists to
keep U.S. companies competitive in
the global marketplace. Deferral is not
something new. It has been in our tax
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laws since 1918. We have debated the
rule of deferral on several occasions,
and we will no doubt continue to do so
when we debate tax reform proposals.

Opponents of deferral too often make
wild accusations about how this rule,
which has been in place since 1918,
spells doom for the American worker.
Of course, none of this is true. In fact,
just the opposite is true because we
must always be vigilant about enhanc-
ing international competitiveness for
our U.S. companies. Hence, deferral en-
sures an ever-growing base of oppor-
tunity for U.S. companies and, more
importantly, their employees at home
and abroad.

U.S. multinationals are a critical
component of our economy. These com-
panies operate in virtually every indus-
try and, the last time I checked, have
investments of more than $13 trillion
in facilities located within the United
States. As employers, they provided
23.5 million jobs for Americans in the
year 2001. That was nearly 18 percent of
the payroll jobs in the United States.
They had a payroll of $1.1 trillion.
When you go back to this debate we
had in the year 2004, I noted at that
time that the U.S. multinationals cre-
ated more than 53 percent of the manu-
facturing jobs in America and em-
ployed more than two U.S. employees
for every foreign worker. Those were
the latest years for which I had figures,
but I have no reason to believe it is dif-
ferent today.

During the 10 years from 1991 to 2001,
U.S. multinationals increased domestic
employment at a faster rate than the
overall economy. A recent study con-
firms that U.S. multinationals are sig-
nificant job creators, and those jobs
are not created through ‘‘exporting”’
jobs to foreign nations with low-labor
and low-tax costs, as Senator DORGAN
contends. The Department of Com-
merce data shows that the bulk of the
U.S. investment abroad occurs in high-
income, high-wage countries.

Again, referring to the year 2001, 79
percent of foreign assets and 67 percent
of foreign employment of U.S. multi-
nationals were located in high-income,
developed nations such as Australia,
Canada, Hong Kong, Japan, New Zea-
land, Singapore, South Africa, and the
countries of the European Union. We
have to remember a very simple maxim
for why companies go into foreign mar-
kets: 4 percent of the people in the
world live in the United States. If you
want to create jobs in America and you
just want to sell to that 4 percent, you
are going to have a very limited mar-
ket. Whether you are in agriculture,
like I and my son and grandson are,
selling corn and soybeans overseas, or
whether you are manufacturing John
Deere tractors, whatever you are man-
ufacturing, if you want prosperity, you
go where the market is. That is the 96
percent of the people who don’t live in
the United States.

Again, referring to that debate on
the JOBS bill in 2004, fully 95 percent
of the world’s population and 80 per-
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cent of its purchasing power—so the
only new thing I am giving is not that
96 percent of the people live outside of
the United States, but 80 percent of its
purchasing power—is located outside
the United States. Foreign sales
growth has outstripped domestic sales
growth. So our companies are taking
advantage of selling to the rest of the
world. This increased growth requires
increased employment wherever you
can find it. The good news is that for-
eign growth also results in U.S. job
growth.

A recent study confirmed that during
the 10 years from 1991 through 2001, for
every one job that U.S. multinationals
created abroad, they created nearly
two U.S. jobs in their parent corpora-
tions. That is why it is critical to our
economy that U.S. companies remain
competitive in the international mar-
ketplace.

I would like to review a more ration-
al explanation of deferral and how it
works to keep our U.S. companies com-
petitive. The United States taxes all of
the worldwide income of its citizens
and corporations. The U.S. income tax
applies to all domestic and foreign
earnings of U.S. companies. The United
States fully taxes income earned over-
seas by foreign subsidiaries of U.S.
companies. However, many foreign
countries tax their companies on a ter-
ritorial basis, meaning that they only
tax income earned within their coun-
try’s borders and don’t impose tax on
the earnings of foreign subsidiaries.
Major countries using this territorial
system of corporate taxation are Aus-
tralia, Belgium, Canada, Denmark,
Finland, France, Germany, Italy, Lux-
embourg, Netherlands, Sweden, and
Switzerland. A company from one of
these countries that uses the terri-
torial tax system has great advantage
over U.S. companies.

For example, a U.S. company with a
Singapore subsidiary will pay U.S. tax
and Singapore tax on the subsidiary’s
income. A French company with a
Singapore subsidiary will pay Singa-
pore tax but no French tax. This means
that a U.S. company in Singapore has
a higher tax burden than a French
company in Singapore. Two basic tax
rules answer this problem and seek to
put U.S. companies on a level playing
field with foreign competitors from
territorial countries. The first rule
says that when foreign income is
brought home, the U.S. allows a reduc-
tion against U.S. tax for any foreign
taxes paid on that income. The foreign
tax credit prevents the U.S. from dou-
ble-taxing foreign earnings which
would make our companies non-
competitive in the international mar-
ketplace. And like deferral, this has
been in the tax law since 1918.

The foreign tax credit, however, is
limited. It may only offset the U.S. tax
on that income which is currently im-
posed at a 35-percent rate. If the for-
eign tax rate is higher, the credit stops
at 35 percent. If the credit is lower, say
10 percent, then additional U.S. taxes



S476

will be owed up to the full 35 percent.
In this example, an additional 25 per-
cent of the taxes would be owed to the
United States, which is the difference
between the 10 percent and 35 percent
of the U.S. rate.

The second basic tax rule is that U.S.
companies are allowed to defer U.S. tax
on income from the active business op-
eration of a foreign subsidiary until
that income is brought back into this
country, usually in the form of divi-
dends paid to the U.S. parent. This is
referred to as the rule of deferral,
meaning that the U.S. tax is deferred
until the earnings are brought back.
This is the rule the Dorgan amendment
attacks.

It is important to note that deferral
is not the forgiveness of tax. It simply
means that we impose the full U.S. tax
when foreign earnings are repatriated
to the United States instead of doing it
the very day of earning. The reason
that we defer tax on active business op-
erations is so that U.S. companies can
remain competitive with foreign com-
panies that have a different system of
taxation than what we have. I am re-
ferring to what I called the territorial
tax. We don’t defer tax on passive ac-
tivities like setting up an offshore
bank account or other passive invest-
ments. We tax passive activities year-
ly. But active operations are subject to
competitive disadvantage.

For example, if we impose U.S. tax
today on the profits of a Singapore sub-
sidiary, then the U.S. company will
pay a 3b-percent tax in the United
States, net of any Singapore taxes, but
that French competitor located right
next door in Singapore will pay only
the Singapore tax. If the Singapore tax
rate is less than 35 percent, which is
the U.S. tax rate, then the French com-
petitor will have a tax advantage. Who
wants to give any advantage to a
French competitor? This is because the
United States allows a foreign tax
credit to offset the U.S. income tax im-
posed on those foreign earnings but
only up to the 35 percent U.S. cor-
porate rate.

If the foreign rate is less than the
U.S. 35 percent rate, then residual U.S.
taxes are owed on the difference be-
tween the U.S. tax rate and the foreign
rate. For example, if a Singapore tax is
15 percent and the U.S. tax is 35 per-
cent, then the United States will im-
pose an additional 20 percent on those
Singapore earnings. The French com-
pany, however, would only pay the 15
percent Singapore tax. If we did not
allow deferral on that additional 20
percent of tax, then the U.S. company
today would have a 20-percent tax dis-
advantage compared to the French
company.

The question on repealing deferral is
whether we want to hand over the
world market to companies from
France and Germany and other coun-
tries that have a different system of
taxation than we have, called the terri-
torial system. Repealing deferral
means that we export our high U.S. tax
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rates to U.S. corporations around the
globe. The United States has one of the
highest corporate tax rates in the
world. There are few countries with
rates higher than the United States.
This means that without deferral, U.S.
companies will be at a continual world-
wide disadvantage compared to their
foreign competitors.

That is why we defer U.S. tax on ac-
tive business operations, so that U.S.
companies can be competitive in the
global marketplace.

Some Senators have proposed repeal-
ing deferral or cutting back on it, as
Senator DORGAN’s amendment would
do. These proposals would export the
high U.S. tax rate to U.S. operations
around the world. That would be fine if
all companies around the world were
paying the high U.S. tax rate, but, as I
have said so many times, they are not.
We have one of the highest corporate
tax rates in the world. Companies of
foreign countries are not subject to our
tax laws and are usually taxed at lower
rates. This all brings us back to the
implications of Senator DORGAN’S pro-
posal. It would enhance the competi-
tive advantage of foreign-owned multi-
nationals over U.S. multinationals.

Our focus in considering this amend-
ment must be on the ability of Amer-
ican companies to compete within the
United States as well as in foreign
markets if we want to maintain and
create jobs in America. The issue is not
whether we tax foreign earnings cur-
rently but whether we cede the U.S.
market to foreign competition.

The Dorgan amendment will increase
taxes on U.S. companies, but their for-
eign competitors in the U.S. will not
face a similar tax increase. This can
lead to a loss of domestic market
share, or even if market share is main-
tained, losses may be incurred on do-
mestic sales because of pricing pres-
sures and uncompetitive margins cre-
ated by the additional tax burden.

No one is happy when companies
move abroad to a tax haven to avoid
U.S. tax. But let me tell you another
side effect of the proposal to eliminate
and cut back on deferrals. In the Amer-
ican Jobs Creation Act of 2004—that
bill I always referred to as the JOBS
bill—we enacted a provision that pre-
vents corporate inversion, where a
company would pretend to move its
corporate headquarters to Bermuda, to
a simple post office box there, and do it
not because they are going to do any-
thing productive there but for the sole
purpose of avoiding U.S. taxes. Many
U.S. multinationals complained that
inversions were necessitated by an in-
ability to compete with foreign-owned
multinationals that aren’t subject to
the higher U.S. tax rate.

We should be proud, then, that we
shut down those inversions, those shell
corporations, those postal box corpora-
tions which do nothing over there ex-
cept go there to avoid tax and then
make the situation even worse for hon-
est corporate taxpayers in America
that are paying the tax into the Fed-
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eral Treasury. But in the process of
doing that, we didn’t do it at the ex-
pense of repealing deferral. Now that
we have shut down inversions, if we re-
peal deferrals, or significantly cut back
on them, the only other alternative
that would be available to U.S. multi-
nationals would be to sell themselves
to foreign companies or to be taken
over by a foreign company in a possible
hostile takeover. If we prevent U.S.
companies from deferring their foreign
profits, we will see more and more U.S.
multinationals being bought out by
foreign-owned multinationals. Tax
changes have consequences.

Increasing taxes on U.S. multi-
nationals will not bring jobs back to
America. You only pay taxes if the
company is profitable, and you only
stay profitable as long as you remain
competitive. But in the United States,
taxes are 35 percent cost-to-profit, and
that is where a competitiveness dis-
advantage can occur when a U.S. com-
pany is competing against foreign com-
panies that will not incur this tax in-
crease.

Senator BAUCUS and I held hearings a
couple years ago regarding the effects
of the international competition with-
in the United States, so we as leaders
of the Finance Committee are very fa-
miliar with the effects of these kinds of
rate differentials.

I think a quote by Joseph Guttentag,
international tax counsel of the Clin-
ton administration, during testimony
before the Finance Committee in July
of 1995 is a very good place to end this
debate. So I end with this quote:

Current U.S. tax policy generally strikes a
reasonable balance between deferral and cur-
rent taxation in order to ensure that our tax
laws do not interfere with the ability of our
companies to be competitive with their for-
eign-based counterparts.

Now, if that position just expressed
by Joseph Guttentag, international tax
counsel in the Clinton administration,
the last Democratic administration,
testifying before a Republican Con-
gress, isn’t good enough evidence that
the route Senator DORGAN wants to go
is the wrong route and a route contrary
to previous leaders of his own party,
then I don’t know what will be evi-
dence that this position is going to
make American companies uncompeti-
tive, not go to the marketplace of the
other 96 percent of the consumers
around the world outside the United
States, and consequently creating jobs
in the United States, and I don’t know
what it takes to convince him that po-
sition is a wrong position for the
United States and is so different than
what we have traditionally had for the
Tax Code since 1918. When I say 1918,
that goes back almost to the beginning
of the income tax in the United States.

I yield the floor.

The PRESIDING OFFICER. Who
yields time?

The Senator from Pennsylvania is
recognized.

Mr. SANTORUM. Mr. President, it is
sort of with mixed emotions that I am
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here on the floor to talk about this tax
bill. In one sense, I am very happy we
are moving forward with the Tax In-
crease Protection Act. At the same
time, I am at somewhat of a loss as to
why we are spending 2, 3, and maybe
more days of the Senate’s time for
something that is traditionally done
when there is comity and cooperative-
ness in the Senate by unanimous con-
sent, putting in a substitute Senate-
passed bill for the House bill and go to
conference. That is something we do
routinely here, almost daily. We have
disagreements with the House, and we
simply go through the procedure of
moving to conference and having those
differences worked out.

Unfortunately, we are at a time here
where even routine things become
weeklong labors to accomplish them.
That does not reflect well on the Sen-
ate. I don’t believe it accomplishes
anything other than to delay other
matters that are to come before the
Senate.

We have a very important bill deal-
ing with an issue that is of vital impor-
tance to my State—many manufac-
turing jobs in my State—and that is
the asbestos debacle going on through-
out the courts in this country where
over half of the money paid out by cor-
porations in asbestos claims has gone
to lawyers. There are many people in
the Commonwealth of Pennsylvania
who are literally getting pennies—peo-
ple who are sick and some are dying
and some have died, and they have re-
ceived literally pennies for their expo-
sure to asbestos and their subsequent
disease because of the horrific environ-
ment of litigation on asbestos, where
lawyers are profiting and patients—
those who are sick or are survivors of
those who have gotten ill and died—get
virtually nothing. This is something
we have to address.

Instead of addressing that, which is
what we should be doing right now, we
are holding up the Senate on a proce-
dural matter. It is truly sad that we
can no longer just cooperate on the
normal business. Everything is ob-
struction and slowdown and political
potshots and making points. I think
that is unfortunate for this body. It
sets a very dangerous precedent that
we are going to conduct business like
this in the future. Whether it is in the
next election or elections in the future,
at some point in time, the tables will
turn. I believe what we are establishing
today is not something that will be
beneficial for the long term in our abil-
ity to get things done in the Senate.

While the chairman is still on the
Senate floor, I thank him again. I am
repeating this because we are doing the
same bill. I thank him for all the hard
work he has put into this bill. The fact
that he was able to get a bipartisan bill
through the Senate is a testament to
him, and I know it is very difficult and
trying, negotiating within our own
conference as well as negotiating with
Members on the other side of the aisle.
He was able to, as he has done on many
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occasions, cut through all of the dif-
ficulty and partisanship and the angst
some Members have about various pro-
visions and find a good middle ground,
and well over 60 Members of the Senate
supported the Senate bill that passed
in November. I thank him for his good
work and for the work he has done with
me, in particular, on the issue of help-
ing the nonprofit sector in our society
meet the needs of those.

We were at the prayer breakfast this
morning, and Senator GRASSLEY was
there. We heard Bono and the Presi-
dent talk about taking care of the least
of our brothers and sisters. The Presi-
dent says it so well. I have been advo-
cating so long that nobody really does
it better than our faith-based commu-
nities and our community nonprofits.
They are the ones on the front line. We
talked about it at the prayer break-
fast—whether it is responding to a nat-
ural disaster or, more often and less
prominently, responding to a person in
need in our communities across Amer-
ica, rich as well as poor, people in need
who are suffering.

It is important that we recognize
that portion of this bill has to be a net
plus for our charitable community.
There are provisions in there that I
have expressed concerns about which
would do damage to those nonprofits’
ability to be able to provide the needed
services and to do the good works in
our communities that make America
stronger.

We have some good charitable-giving
incentives, which are a big plus, but we
also have charitable reforms on which I
worked with the chairman. I think
that maybe we are 90 percent of the
way there, making sure we weed out
some bad practices and making sure
there isn’t abuse within the charitable
field, but at the same time not saddling
our charities with a Sarbanes-Oxley
type of oversight and regulations that
would drive a lot of our small volun-
teer-oriented nonprofits out of exist-
ence and leave a big hole in our com-
munities across America.

I am hopeful that when we get to the
House and into conference, Chairman
THOMAS will work with us and we will
be able to get a bill that will be not
only a net plus but a big plus for the
armies of compassion, the foot soldiers
across America who are helping men
and women in need and children in
need in our society.

A big part of this bill, obviously, is
the tax relief. It is not exactly what I
had hoped for. It is one of those com-
promises we had to make along the
way. I thought the House bill actually
had some better provisions when it
comes to some of the tax provisions. It
continues on a policy that has resulted
in a lot of positive economic news over
the past several years since 2003. We
have seen that by these changes in the
Tax Code and reducing marginal rates
and capital gains taxes and dividends,
it has incentivized the entrepreneurial
spirit and incentivized business invest-
ment; it has created an explosion of
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growth in this country, which has also
resulted in millions of people getting
jobs—net new jobs across America.

I have a chart that shows, since the
Jobs and Growth Act of May of 2003,
and looking at the real GDP growth in
America, there is a dramatic tilting
upward since these provisions were
passed. That has resulted in a dramatic
increase, as we have seen on some
other charts, in Federal revenues.

There is a constant complaint, a
drumbeat on the other side of the aisle,
and from a few on this side of the aisle,
that somehow we cannot afford these
tax reductions.

It is interesting; if you think of tax
reductions, that leaves the question,
What is a tax reduction? What is a tax
reduction? Is a tax reduction a reduc-
tion in the taxes paid; or is it a reduc-
tion in the rate of the tax paid? What
is a tax reduction?

Depending on how you view a tax re-
duction—and the answer is different
based on what we did—if you look at,
Did we reduce taxes, the answer is,
with respect to rates, yes, we reduced
taxes; we reduced the capital gains div-
idend rates, the marginal tax rates. We
reduced the rates on the taxation of
married couples and in several other
areas. So, yes, we reduced the rate of
tax.

The question is, Did we reduce the
collection of taxes? What should Con-
gress be more concerned about? Should
we be more concerned about the rates
of taxes or should we be more con-
cerned about the collection of tax reve-
nues?

I would think most people, when we
have cut taxes, would say we reduced
the collection of taxes in America.
That is not what happened. When we
reduced the rate of taxes, when we cut
taxes, we actually didn’t cut taxes. We
actually increased the flow of revenue
to the Federal Government.

So if we are looking at it from the
standpoint of the budgeteers, the folks
who are responsible for managing the
receipts and distributions of Govern-
ment, then the actions taken by the
Congress in 2001 and 2003 resulted in in-
creased taxes paid to the Federal Gov-
ernment through a policy that believes
in the innovation and the energy of the
people, that if you unshackle them
from higher tax rates, they will
produce more, they will create more
jobs—and job growth has been terrific,
over 2 million jobs, and the unemploy-
ment rate has been under 5 percent—
and we end up with a better quality of
life, more revenue to the Federal Gov-
ernment, and higher growth rates over-
all in our economy.

That is a pretty good picture. So why
the complaints? Why are people so
upset that we actually put a program
in place that has resulted in more reve-
nues coming to the Federal Govern-
ment? Why the complaints? Why the
gnashing of teeth that somehow this is
a policy that is harmful to the budget
deficit? Revenues were up 14 percent
last year. How is that harmful to the
budget deficit?
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They say: That would have happened;
in fact, we would have gotten more
money had we not reduced taxes. Is
that true? Let’s look at the capital
gains issue.

The Congressional Budget Office esti-
mated in 2003 that we would collect
roughly $125 billion in the year 2004 and
2005 in capital gains taxes. We went
ahead and reduced the capital gains tax
rate. Many of us stood on the floor and
said, by reducing that rate, we will ac-
tually get more revenues. The Congres-
sional Budget Office said ‘‘no,” every-
body on the other side said ‘‘no,” and,
in fact, everybody on the other side
still said ‘‘no” and still says we
shouldn’t keep those rates low, we have
to increase those rates because we need
the money.

How did it work out? What happened
when we reduced those rates? Did we
get, as the Congressional Budget Office
suggested, $26 billion less money? And
that is what they projected. They pro-
jected in 2004 and 2005 that the amount
of money coming into the Treasury in
capital gains taxes paid would go down
by $26 billion. What happened? Now we
know. The amount of revenue collected
in capital gains taxes went up $27 bil-
lion.

I was talking to a reporter the other
day. I said: Lo and behold, I voted for
a tax increase and didn’t even know it.
I voted for a provision that actually in-
creased taxes to the Federal Govern-
ment, and the folks who paid those
taxes were very happy to pay them, by
the way, because they were investing
in America and America’s values were
increasing. Stock in America, real es-
tate in America, the things that made
wealth in America were increasing be-
cause of a growing economy because of
what we did on the floor of the Senate,
and they were very happy to have paid
those taxes. And we got more Federal
revenues.

What does the other side want to do?
They want to have that rate go back
up. One might suggest that if the rate
goes back up, revenues could do down.
What could be their motivation? What
is the motivation of trying to increase
a tax to get less revenue? Think about
it. What could be the possible motiva-
tion of coming to the floor of the Sen-
ate and saying we need to increase
taxes, even though by doing so we are
going to get less money. Why would
you do that? From a public policy per-
spective, why would you want to do
that?

I can tell you that the argument is
given that we need it to balance the
budget. Wait a minute. We are going to
get less money, so why would you do
it? Could it be something of the whole
politics of envy, the politics of point-
ing the finger at those who are success-
ful, get a paycheck, and invest in
America and say we need to tax them
more; that is the fairness issue? We
hear that a lot on the floor of the Sen-
ate: It is about fairness. That is what it
is about? Stick it to those who suc-
ceeded, invested, purchased real estate,
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purchased stocks and bonds; we are
going to take a bigger chunk of their
money because that is fair. We may get
less revenue, we may get slower eco-
nomic growth, fewer jobs will be cre-
ated, but we will feel better.

That is not sound public policy. That
is not in the best interest of the Amer-
ican people. We did not get in the Sen-
ate bill a reduction of capital gains tax
rate extension for 2 more years, but I
will tell you that we will work very
hard in the conference to make sure
that happens. It is important for the
economic growth of our country, for
the job creation in our country, and for
Federal revenues that we get that ex-
tension in law.

There are a lot of games being played
on the floor of the Senate when it
comes to tax policy and the politics of
envy. What we should be focused on is
how does this Senate, how does this
Government create the best environ-
ment for growth opportunity and job
creation and how do we do it in a way
that is fiscally responsible. Those are
the two things on which we should be
focusing.

I would make the argument that the
bill before us, which prevents an in-
crease in taxes—these are tax policies
that are in place right now; there is no
new policy or, I should say, very minor,
little new policy changes, such as the
charitable giving incentives, but very
small policy changes, a very small per-
centage of the money. The overall bill
deals with provisions such as the alter-
native minimum tax, which is vitally
important and the small saver’s credit,
which is important. About a quarter of
a million people in my State strongly
support that provision, in fact, would
strongly support increased incentives
for low-income individuals to save and,
in fact, put forth a bill with former
Senator Corzine to do that. So I am
looking for another new cosponsor if
anybody wants to join. It is called a
kid’s account to give every child in
America a nest egg to begin to save at
their birth.

I am big on giving people the oppor-
tunity to save, invest, build wealth,
and feel connected to the economy of
this country. We need to do more of
that. But we have a little piece of that
here, which is important to the people
in my State. Mr. President, 150,000 fam-
ilies and students in my State will lose
their deduction for college tuition if we
don’t extend that provision. With re-
gard to the teacher tax credit provision
Senator COLLINS championed, 142,000
teachers in Pennsylvania will not be
able to deduct that. We can go on and
on.

These are preventions of tax in-
creases, a tax reduction that caused
the kind of economic growth we have
seen. It is important for us to have
these provisions stay in law.

Finally, I want to talk about an issue
that has been brought up—and it is an
important issue—and that is the issue
of mine safety. I know Senator ROCKE-
FELLER has put forth an idea that I
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think deserves some consideration be-
cause it has merit. It provides mining
companies with incentives to make
available newer technology that will
enhance safety.

We have seen over the last month in
West Virginia and we saw, I guess, 3
years ago in Pennsylvania, mine disas-
ters occur where human life was lost,
in the cases of West Virginia, and cer-
tainly a major disaster was diverted in
Quecreek in Pennsylvania.

This is a serious issue, one I care
deeply about. My grandfather was a
coal miner in a deep mine for 30 years,
so this is very close to home for me.
This is one issue we need to do some-
thing about, to improve the safety for
those who literally risk their lives
every day to provide for their families,
to build strong communities, and to
provide energy for all of us so these
lights will work in the Chamber. We
need to do all we can to improve en-
forcement as well as to create incen-
tives for the mining community to im-
prove safety at the workplace.

There is another provision in the
Rockefeller bill that has to do with
training for rescue teams. Because of
the way it is written, I have some con-
cerns about it. I heard from a lot of our
small mining operations, family-run
operations, that this provision would
not benefit them at all.

As we know, a large percentage—at
least in my State—a large percentage
of the mine operations in my State are
not big corporate mining operations.
They are small, in some cases small
corporations, family-run operations. So
while I certainly strongly support the
first provision and support the concept
behind the second provision, I have se-
rious concerns about the way that pro-
vision will tilt to the benefit of the
larger mining operations.

While I support it and will support
this amendment, I hope it is included
and that we can work on something in
conference to include improvement of
mine safety, I am putting my marker
down here that we will do so not to dis-
criminate against small mines versus
larger mining operations. If anything—
if anything—we should be concerned
about, as we do on a lot of issues in the
Senate, helping the little guy, as op-
posed to helping the big guy because
the big guys already have the resources
to spend to provide for a safer work-
place.

What we should be doing is focusing
on how we can make smaller mining
operations safer. That is not what this
amendment that Senator ROCKEFELLER
puts forward does. As a result of that,
while I support it and will support the
provision to be included in the con-
ference, I put the marker down that we
are going to work diligently to make
sure it uniformly impacts across the
industry and, if anything, it benefits
the smaller mine operator as opposed
to the bigger one. That is not the way
it is currently drafted.

I completely understand. I don’t
think Senator ROCKEFELLER—at least I
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hope he didn’t go in there with the idea
that we are going to favor one segment
of the mining industry over the other.
I hope that is not his intention. Wheth-
er it is his intention, I will certainly
work with him to make sure it is a
much more balanced provision when it
comes out of conference.

With that, Mr. President, I thank the
chairman for yielding the time to
speak on this important bill. I yield
the floor, and I suggest the absence of
a quorum.

The PRESIDING OFFICER. The
clerk will call the roll.

The legislative clerk proceeded to
call the roll.

Mr. DORGAN. Mr. President, I ask
unanimous consent the order for the
quorum call be rescinded.

The PRESIDING OFFICER. Without
objection, it is so ordered.

Mr. DORGAN. My friend from Iowa
came to the floor to speak a bit this
morning on a couple of subjects I spoke
about yesterday. Let me again say I
have very high regard for Senator
GRASSLEY. We worked together on a
good number of issues. I enjoy working
with him. But there are times when
you have disagreements on policy, and
we certainly have that on an issue I am
going to talk about. It is an issue he
talked about this morning as well. Ac-
tually, there are a couple of tax issues.

Before I do, however, I want to just
make a slight correction to the re-
marks that were made by the Senator
from Pennsylvania a few minutes ago.
I heard him say the Democrats were
holding up this bill on, I guess—I think
he said a technicality. I think he said
it was a technicality. I think that was
the impression he intended to leave,
obstruct or holding this up on a techni-
cality.

I guess the technicality is our inter-
est in offering amendments. I know to
some that is not a pleasant thing
around here, to have people offer
amendments and actually debate them
and vote on them, but that is the way
the system works. The reason there are
not amendments offered—and I would
try to offer one right now, but I would
be unable to offer one—is because the
majority party has done something
that is called filling the tree. It is a
parliamentary procedure to make sure
every branch of this legislative tree is
filled so that no one is allowed to offer
an amendment.

For example, while this bill is on the
floor, under the rules of the Senate, I
should be able to offer an amendment.
The majority party decided to fill the
tree, as it is called, so no one on this
side may offer an amendment. So when
my colleague from Pennsylvania said
the Democratic side of the aisle is
using a technicality—whatever, 1 for-
get his term exactly—to hold this up, I
am sorry that is not what is happening
at all.

He made a point that I share. I think
it would be great to work together. I
think there ought to be less rancid par-
tisanship and we ought to find ways to
work together to do the Nation’s busi-
ness. We, after all, represent the same
interests. We represent the interests of
this country. I hope we represent the
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interests of the American people. I
would like to find areas where we can
work together.

In this case, however, let me just say
there is no obstruction going on here.
The only obstruction is we are ob-
structed from being able to offer an
amendment which in ordinary cir-
cumstances the rules of the Senate
would permit. I regret that. I wish the
majority party would have allowed me.
I would have offered the amendment
yesterday, in fact, and I would offer it
right now. I have an amendment to
offer. I guess we will vote on it later
because you will have to have a cir-
cumstance where we can offer the
amendment. I suppose the purpose is to
allow amendments to be offered when
all time is expired so there is no debate
that is allowed. I guess that is probably
the purpose. But I did want to disabuse
anyone of the notion left by my col-
league from Pennsylvania that some-
how it is this side that is hanging all of
this up.

It may be inconvenient to have peo-
ple offer amendments in the Senate,
but there are a couple of hundred years
of tradition of this inconvenience. The
inconvenience is to be able to offer
ideas, debate the ideas in the form of
an amendment, and then have a vote,
and the vote determines whether the
idea that is offered represents public

policy that the full Senate will accept.
Let me just respond to a couple of

things my distinguished colleague from
Iowa has said. Yesterday, I gave a pres-
entation talking about something
called deferral. I know most of these
things sound like foreign language
around here. Deferral of income tax ob-
ligations is what it is. If a company
does business overseas, an American
company does business overseas and
earns income overseas, at some point
when it brings those profits, that in-
come back to our country, they will be
required to pay an income tax to our
country for the income they have
earned. They will get a credit, actu-
ally, against taxes they paid to a for-
eign country so they will not be dou-
ble-taxed. But when they repatriate
that income, as it is called, they have
to pay a tax.

My colleagues in the Congress, a suf-
ficient number of colleagues who rep-
resent the majority, decided that they
wanted to have a kind of little sweet-
heart deal for companies that would re-
patriate their earnings because many
companies park their earnings for a
long while overseas and don’t bring
them back. When they bring them back
they have to pay the full tax rate. My
colleagues said: Let’s create new jobs
in America by allowing these compa-
nies to bring their income back, and we
will give them a special superdeal.

You have heard of blue light specials;
this is the blue light special of all spe-
cials. It says you bring that money
back from overseas, you get to pay not
35 percent, not 30 percent, not 25 per-
cent, not 15 percent or 10 percent—
which is the lowest income tax rate
that is paid by the lowest income earn-
er who has to pay income taxes—you
get to pay a 5.25-income-tax rate. Who
is the “you’’? The biggest companies in
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our country: Ford Motor, for one thing.
I mention that because when they an-
nounced they are going to lay off
30,000, they also said: By the way, we
picked up a quarter of a billion dollars
of tax refunds under the Jobs Creation
Act. Isn’t that interesting? Ford Motor
said in the same press release: We are
going to lay off 30,000 workers in this
country and, by the way, we were able
to get a quarter of a billion dollars, a
$250 million benefit from the jobs cre-
ation tax rate special benefit of 5.25
percent.

The whole purpose was to create jobs
in our country and, at least in the most
recent job announcement of 30,000 jobs
lost, the very company that announces
30,000 jobs gone points out they got a
quarter of billion dollars under this
provision.

My colleagues seem to suggest the
provision really does work, it is help-
ful. No, it doesn’t work. It didn’t work.
By my calculation, the income that
was parked overseas and at some point
would have had to have been repatri-
ated to this country, that income
would have borne a tax that is about
$104 billion more than what was paid
under the 5.25 percent.

Is anybody going to have to answer
to that? I don’t know. Maybe not.
Maybe nobody cares—$104 billion. You
could reduce the Federal debt, reduce
the annual budget deficit. You could
probably provide some health care to
people who do not have it, perhaps help
some Kkids who are hungry, perhaps
provide health care for kids who are
sick, improve some classrooms in
schools that need improvement—
maybe there is a lot of things you
could do. But $104 billion, that is a tax
break given to the biggest corporations
in this country who brought income
back to our country and would have
had to pay normal income tax rates
but were told by this Congress that we
are going to give you a superspecial
deal that no other American taxpayer
has: 5.25 income tax rate.

Wouldn’t every American love to pay
a 5.2 income tax rate? But they can’t.
That deal is just reserved by the Con-
gress for some bigger interests.

I didn’t vote for that. I didn’t support
it. I strongly opposed it. My colleague
who sat in this chair right here, Sen-
ator Fritz Hollings, who is now retired,
offered the amendment to strip that
out, but we were not successful. So this
blue light special, 5.256 percent special
income tax rate for big interests who
were bringing money back from over-
seas—it got done and $104 billion, as I
calculate it, was saved by those who
otherwise would have had to pay reg-
ular income tax rates.

I wanted to respond to that because I
still think that was one of the goofiest
ideas in the world for this Congress to
embrace, saying let’s provide a 5.25 tax
rate because we think it will create
jobs. The evidence is all around us. It
didn’t create jobs. In fact, I have charts
saying the largest companies that got
some of the biggest benefits—one com-
pany got a $14.5 million benefit and
laid off 14,500 people—almost complete
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and perfect symmetry, wasn’t it? Ex-
cept they were supposed to have hired
people if they got this kind of special
tax rate. They just forgot and laid
them off, I guess.

Let me go to the other point which is
what persuaded my colleague to come
to the floor and engage on this issue,
and that was the point I made yester-
day. We have a provision in our Tax
Code that says to someone in Iowa or
North Dakota or Colorado or Pennsyl-
vania, if you have a manufacturing
plant and you are across the street
from your competitor and your com-
petitor has a manufacturing plant and
you produce exactly the same products
but you do something different, you
move your jobs to China and manufac-
ture your widgets in China, your com-
petitor across the street stays home
and manufactures them here in this
country—one thing has happened as a
result of that move. We have embedded
in this Tax Code a perverse incentive
that says: By the way, we will give you
a break. You move those jobs to China,
close your plant door, get rid of your
workers, produce in China, and we will
give you a tax break. You are not going
to pay as much in income taxes as your
competitor across the street who
stayed in this country.

I think that is wrong. Going all the
way back to 1961 with John F. Ken-
nedy, proposals have existed to change
it. Going back to 1987, the House actu-
ally passed legislation to change it.
But we can’t change it any longer be-
cause now, of course, the big economic
interests that benefit a lot from that—
and we have a lot of companies getting
rid of American workers, padlocking
their doors and shipping the jobs to
China. I have spoken about many of
them on the floor of the Senate. We
have a lot of companies that like this
tax break. Why? They like to hire peo-
ple for 33 cents an hour, produce the
product in China, sell it in Cincinnati
or Toledo or Pittsburgh, and then run
their income through the Grand Cay-
man Islands, through the Ugland House
on Church Street on the island of
Grand Cayman, that houses 12,748. It is
just an address, of course, but the pur-
pose is to reduce the tax burden.

My point is on four occasions when I
offered amendments on the floor of the
Senate so we ought to at least decide
as a country that we will not provide
financial incentives in the Tax Code for
those who decide to move their jobs
overseas—that ought to be the least we
ought to do. That ought to be the baby
step in the right direction—but four
times we have voted and on four occa-
sions those big interests that really
like this and have benefits from it have
been able to persuade a majority of the
Senate to oppose closing that loophole.

I indicated yesterday I would once
again offer that legislation. I would
offer it right this moment except I am
prevented because the majority has
done what is called filled the tree and
prevented anybody from offering any
amendments. My colleague from Iowa
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came down this morning and offered
what I believe is called the Banana de-
fense. That is what he called it the last
time he offered it. It had to do some-
thing with bananas.

I don’t know, maybe we could debate
apricots or tailpipes or bananas. It
doesn’t matter to me what the product
is. We could have a long debate about
it. I will just call this the banana de-
bate then. But whatever the product or
circumstances, the question remains:
Do you believe that our Tax Code
ought to provide financial benefits and
rewards to companies that have de-
cided to move their jobs overseas?
Should Huffy bicycle have gotten a re-
ward for firing all their workers and
producing Huffy bicycles in China?
Should Radio Flyer little red wagon
have gotten a benefit from moving all
their jobs overseas? Fruit of the Loom,
should they have gotten the benefit?

I could go on at some length. Fig
Newton cookies, when they went to
Monterrey, Mexico, should they get a
benefit? If you think yes, then good for
you, and I suppose the benefit will con-
tinue to exist in our Tax Code, but we
are going to continue to vote on it. I
am not deterred. As far as I am con-
cerned we can vote 10 times on it. At
some point there will be enough people
filling the seats in this Chamber to un-
derstand that at a time that we have a
crisis, and it is a crisis with substan-
tial numbers of jobs moving outside of
this country in search of lower labor
costs to produce products to ship back
into this country, at a time when we
have that kind of crisis and the Amer-
ican people are facing downward pres-
sure on wages, they are facing the
stripping away of their pensions, the
loss of their health care—at a time
when we have that kind of crisis, the
question is: Will there be enough peo-
ple filling the seats in this Chamber to
stand up and say let’s take the first
baby step in addressing it?

The first baby step is to say: Let’s
not provide incentives in the Tax Code
for companies to move those jobs over-
seas. If we can’t do that, we can’t solve
this problem. But we will have plenty
of chances. We will have one more
chance now. We had four chances pre-
viously.

I respect everybody’s ability and in-
terest to vote however they choose in
this Chamber. I don’t demean their rep-
utation nor diminish their capability. I
only say that I feel very strongly that
if they support this provision, they are
wrong. They are wrong for this coun-
try. The right public policy position is
at least to have some basic neutrality
on the question of whether we want to
export jobs and whether we want to
have the financial incentives for ex-
porting jobs in our Tax Code.

I regret that we don’t have a back
and forth. I would love to have a real
debate about this because I know there
are those who benefit handsomely from
this who want to continue it and want
it to remain in the Tax Code. But I feel
strongly that this provision that is
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known as deferral—and, incidentally,
my repeal of deferral does not go to the
John F. Kennedy proposal on repealing
deferral. My repeal on deferral is rath-
er narrow. It is those companies that
leave this country and ship back into
this country.

I think it is a perfectly appropriate
thing, especially now given the crisis
we face with jobs and opportunities in
this country, for us to do that.

I have a right, under the procedures
of the Senate, to offer this amendment.
I should have the right to offer it at
the moment but I am not because there
is—I guess the word ‘‘obstruction’ is to
be used—obstruction at the moment is
the tree is filled so that no one can
offer an amendment. So we are going
into some process that is a vote-arama,
and I will offer the amendment, and we
will have a vote.

Let me finally say it again.

There is not one Member of the Sen-
ate that puts on a dark suit every
morning and comes to work here that
has ever been threatened to have their
job outsourced—not one. There is not a
person here that is ever going to have
their job outsourced. Maybe they do
not think much about it. I don’t know.
We have all of these people in blue
suits who come here every day and we
talk and we talk, and mostly we talk.
We are good at talking.

But the question for most Americans
who worry about their jobs and who see
their neighbors’ jobs moved overseas is,
Will their jobs be moved? The question
for them is, Will Congress do some-
thing about it?

I mentioned a few moments ago the
Ugland House in the Grand Cayman Is-
lands, which is a slightly different ap-
proach than the Tax Code I have been
describing.

I wanted to mention that there is a
man from Bloomberg News named
David Evans who has done some report-
ing on this Ugland House. The Ugland
House is a house on Church Street in
the Cayman Islands. It was, according
to news reports, dug out by David
Evans, who has done the research. This
is a five-story white building that
houses 12,748 companies. It doesn’t
really house 12,748 companies—it is an
address. This is a five-story white
house address on Church Street in the
Cayman Islands. Why would 12,000 com-
panies congregate to have an address in
this five-story building? There is only
one reason. And, by the way, every one
of them are represented by the same
law firm. Why? So they don’t have to
pay taxes, that is why.

They want to access cheap labor in
Asia, sell in America, and run it
through the Cayman Islands so they
don’t pay taxes.

That is what this is all about.

Because we have a tax bill on the
floor of the Senate, I have another
amendment that I will not be offering
now for those companies that want to
congregate at an address in a tax-
haven country, the Cayman Islands.
But if you are creating an address to
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have a tax haven and avoid taxes, you
shall be treated for tax purposes as if
you have never left our country. You
don’t get to claim that you now have
an address in the Ugland House, and,
therefore, you are running your income
through that house. My legislation
would say you are going to be treated
as if you never left for business pur-
poses.

We can shut that down like that, if
Members of Congress have the interest
and the will.

Does anybody believe this is any-
thing other than a huge scam, by hav-
ing a little five-story house with 12,000
businesses congregate there under the
umbrella of a law firm that runs their
mail through that place in order to
avoid paying U.S. taxes?

Thanks to David Evans for the work
he has done. But in many ways, I think
this is the tip of the iceberg. There is
substantial tax avoidance going on.
Some of it is legal. The first descrip-
tion I made today was the description
of the avoidance of what I think is
about $104 billion in taxes under the
5.25-percent special tax deal.

The other one I mentioned, deferral
for those who move their jobs overseas,
that is in law. I am not criticizing com-
panies for following the law. I am criti-
cizing the Congress for not changing
the law and doing what we should do—
stand up for American jobs.

I was thinking I had actually done
plenty yesterday to either aid or injure
my cause, however one views these
issues. But when I heard my colleague
from Iowa come to the floor today, I at
least wanted to respond to that. As I
was coming over, I heard my colleague
from Pennsylvania say someone else
was obstructing, I guess, the work of
the Congress over what I think is a
technicality, and the technicality was
we wanted to offer amendments.

I say to my colleague, there is never
a technicality when someone wants to
offer an amendment. If the rules allow
us to offer amendments, just have the
amendments, have a little debate, vote
regular order, and let it go. When it is
done and the dust is settled, we decide
what we decide, and everybody is re-
sponsible for the vote they cast.

My colleague from Pennsylvania said
he wished we would be a little less par-
tisan. So do I. I think we need to find
ways to make this a little less par-
tisan. A good step in that direction
would be, for example, for somebody to
right now come out and say: We have a
bill on the floor, let us have regular
order. If amendments are, by the way,
allowed, let us go ahead and offer
them. Will you give us a time agree-
ment? Sure. Vote, act the way legisla-
tors should act, and at the end of the
day, we will all feel better about that.

That is what the Senate ought to be
about when we call this the greatest
deliberative body in the world. It has
slipped a bit. We can regain that status
if we only decide amendments are good
and not bad things. Debate is good—not
bad. The noise of democracy coming
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from the Senate is welcome noise for
the American people, if we are engaged
in constructive debate about issues
that matter.

I yield the floor. I suggest the ab-
sence of a quorum.

The PRESIDING OFFICER (Mr.
GRAHAM). The clerk will call the roll.

The assistant legislative clerk pro-
ceeded to call the roll.

Mr. SCHUMER. Mr. President, I ask
unanimous consent that the order for
the quorum call be rescinded.

The PRESIDING OFFICER. Without
objection, it is so ordered.

Mr. SCHUMER. Mr. President, I rise
today, in recognition of the beginning
of Black History Month, in support of a
bill to posthumously award a congres-
sional gold medal to Constance Baker
Motley, an American hero who, sadly,
passed away on September 28, 2005,
after having lived an extraordinary and
exemplary life. I am pleased to intro-
duce this bill along with my colleague
from New York, Senator CLINTON.

Constance Baker Motley was the first
African-American woman, and only the
fifth woman, to serve on the Federal
judiciary. Before becoming a judge, she
was a renowned civil rights lawyer,
public servant, and trailblazer. Her re-
markable career reads like a civil
rights history book.

After earning her bachelor of arts de-
gree in Economics from New York Uni-
versity and her law degree from Colum-
bia University, Judge Motley joined
Thurgood Marshall at the NAACP
Legal Defense and Educational Fund.
For two decades, Judge Motley worked
closely with Marshall and other lead-
ing civil rights lawyers to dismantle
desegregation throughout the country.

As a Black woman practicing law in
the South, Judge Motley endured
gawking and physical threats. But she
was not deterred.

She won cases that ended segregation
in Memphis restaurants and at Whites-
only lunch counters in Birmingham,
AL. She fought for Dr. Martin Luther
King, Jr.’s right to march in Albany,
GA, and visited him in jail whenever he
was arrested.

Judge Motley was the only woman on
the legal team that won the landmark
desegregation case, Brown v. Board of
Education. She went on to argue 10
major civil rights cases before the Su-
preme Court, winning all but one of
them, including James Meredith’s fight
to gain admission to the University of
Mississippi.

Before she died, Judge Motley would
grin when she told people that she ac-
tually won 20 years later the only Su-
preme Court case that she lost, when
the Court eventually agreed with her
position and adopted her reasoning in
holding that it was a violation of equal
protection for prosecutors to use their
peremptory challenges to strike Blacks
from a jury because of their race.

In 1964, Judge Motley became the
first African-American woman elected
to the New York State Senate, and in
1965, she became the first African-
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American woman, and first woman, to
serve as a city borough president. Dur-
ing this time, Judge Motley worked
tirelessly to revitalize the inner city
and improve urban housing and public
schools.

In 1966, President Lyndon B. Johnson
appointed Judge Motley to the South-
ern District of New York. She was con-
firmed 9 months later, over the strong
opposition of Southern Senators. As a
judge, Motley continued her commit-
ment to social justice.

She rose to the position of Chief
Judge in 1982, and assumed senior sta-
tus 4 years later. Judge Motley served
with distinction for nearly four dec-
ades, until she passed away last fall, at
the age of 84. At that time, I was
pleased to introduce a Senate resolu-
tion, which passed by unanimous con-
sent with 27 Democrat and Republican
cosponsors, to honor her life and
achievements.

Since then, our country has lost two
other great civil rights heroes, Rosa
Parks and Coretta Scott King. Both of
these remarkable women were awarded
congressional gold medals for their
leadership and contributions to Amer-
ican society while they were alive. 1
deeply regret that Judge Motley was
not. But it is not too late for us to
show our national appreciation to her
friends and family. Congressional gold
medals are reserved expressly for that
purpose, and Judge Motley’s lifelong
commitment to the advancement of
civil rights and social justice, and her
lengthy career in public service, is wor-
thy of just that.

The Senate Banking Committee re-
quires 67 cosponsors before it will con-
sider legislation to award a congres-
sional gold medal. I am pleased to in-
troduce this bill with 16 other original
cosponsors from both sides of the aisle.
I now call on all of my Senate col-
leagues to join us this Black History
Month to give thanks on behalf of the
country to one of our greatest civil
rights leaders and public servants,
Judge Constance Baker Motley.

I yield the floor and suggest the ab-
sence of a quorum.

The PRESIDING OFFICER. The
clerk will call the roll.

The assistant legislative clerk pro-
ceeded to call the roll.

Mr. GRASSLEY. Mr. President, I ask
unanimous consent that the order for
the quorum call be rescinded.

The PRESIDING OFFICER. Without
objection, it is so ordered.

Mr. GRASSLEY. Mr. President, I
yield myself such time as I might con-
sume.

I will make some additional points
on the Dorgan tax haven included in
the Conrad substitute. I share Senator
CONRAD’s concerns about the ability of
large corporations to manipulate the
Tax Code, to shift large amounts of
profit offshore, but this provision is
not the right way to address those con-
cerns. It is very overbroad and inad-
equate. It is overbroad because it
harms the competitiveness of United
States multinationals, repealing defer-
ral for holding company structures



S482

that allow them to efficiently allocate
active foreign generated resources
among their foreign operations without
incurring U.S. tax on entirely foreign
transactions.

It is inadequate because it applies
only to the subsidiaries in black-listed
countries. Companies that use tax sav-
ings for abusive purposes could easily
avoid this rule by locating in a low-tax
country that is not on the list.

Ireland would be a perfect example of
that, where we read press reports that
companies such as Microsoft are shift-
ing huge profits. Treasury would have
authority to add countries to the list,
but does anyone think Ireland, with
whom we already have a tax treaty,
would be added to that black list? The
way to deal with those cases is through
effective transfer pricing policy and en-
forcement, not by curtailing deferrals.

Another issue that is going to be
soon before us is the Democratic sub-
stitute of revenue raisers that are in
our bill. I am flattered by the tax relief
side of Senator CONRAD’s substitute
amendment since it includes extension
of the same widely applicable tax relief
provisions in the underlying bill.

I should also be flattered, and I am,
by some of the pay-fors in that amend-
ment—in particular, the provisions re-
garding the so-called SILO trans-
actions. It is a fact that we shut down
the abusive tax shelters that involve
U.S. corporations claiming tax benefits
on foreign subways and sewer systems
in 2004. So these deals can no longer be
done. The underlying bill would repeal
a generous grandfather provision for
certain domestic deals and would deny
benefits for foreign deals entered into
before the effective date of the JOBS
Creation Act of 2004.

We have introduced a fully offset tax
relief bill in the past. Most recently,
that act of 2004 produced $82 billion of
tax relief that was completely offset.
The underlying bill, in fact, contains
almost $20 billion of offsets while pro-
viding $90 billion in broad-based tax re-
lief. We do not need any more offsets to
pay for the lost AMT revenue that we
never intended to collect and for other
provisions, such as the R&D credit, for
example, that are broadly supported as
good for the economy.

We all know tax receipts are on the
rise. In 2005, we had $274 billion more
coming in over the taxes that came in
in 2004 under the same tax policy, and
we exceeded the CBO baseline by—can
you believe it—$97 billion. It is a very
vibrant economy which produces that
kind of revenue. That amount, whether
it is the $274 billion in 2005 over 2004 or
the $97 billion above the CBO baseline,
that amount exceeds the $70 billion of
reconciled tax relief over 5 years pro-
vided in the budget resolution.

So I hope we will be able to take
these points I have just made about the
inadequacies of the amendments we are
going to be dealing with when we vote
on these amendments.

I would now, Mr. President, speak on
the issue of an amendment I am going
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to place before the Senate this after-
noon. In fact, I will submit this amend-
ment at this point.

I wish to take just a few minutes, in
offering this amendment, to speak
about amendments that are also of-
fered by Senator BINGAMAN and Sen-
ator NELSON regarding the Medicare
prescription drug program. I thank the
Senators for their amendments. I know
their intentions are good and their
hearts are in the right place. But hav-
ing said that, I am forced to oppose the
amendments, and my reasons follow.

Opponents of the benefit are trying
to make it look as if Republicans are
indifferent to the problems of the im-
plementing part of the Medicare pro-
gram. Such is not the case because ev-
eryone has to be concerned about the
issues faced by some beneficiaries in
getting their prescription drugs, even if
that might be a very small percentage
of the people who are involved. Who-
ever needs these prescriptions, we have
to do everything we can to get them to
them.

Like everybody else, I am concerned
about the drug benefit implementation
issues. It is not acceptable that some of
the most vulnerable and frail seniors
are experiencing problems. But my op-
position to the amendments is rooted
in the goal of not just taking some ac-
tion, but that we need to take the right
action when we act. There is no ques-
tion that Congress meddling could just
make things worse.

With that in mind, I want to share
with you the following quote as to an-
other new program that was getting
underway:

As the program gets under way the danger
is that the strains on it will generate pres-
sures for unsound change. They will come
from those who will be disappointed because
they have been led to expect too much as
well as from those who see failure in every
shortcoming. Changes will come in time, but
they should be made on the basis of the pro-
gram’s own experience. This program must
be given ample time to get over its growing
pains.

Now, that is not about the prescrip-
tion drug bill that is just now going
into effect. That is a quote from the
July 1, 1966, edition of the New York
Times, and it is about the implementa-
tion of the original underlying Medi-
care Program passed by Congress a
year before this July 1 edition of the
New York Times.

Now, when I read that quote of 1966
just now, it said ‘‘the program’’ instead
of ‘““Medicare’” because I did not want
to give it away. The point of this edi-
torial is that those words are ex-
tremely relevant today.

I am not trying to make excuses or
minimize the difficulties some are hav-
ing. Those problems need to be fixed,
and fixed fast. By all accounts, every-
one is working hard to get them re-
solved. But in my opinion—echoed by
the New York Times nearly 40 years
ago—rushing to ‘‘fix”’ things through
legislation could do more harm than
good.

Just last week, the Finance Com-
mittee, in a bipartisan setting—with
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almost every member of the Finance
Committee there—had a meeting with
Secretary Leavitt and CMS Adminis-
trator Mark McClellan. We had a can-
did discussion about the unfortunate
glitches, and we heard about steps
taken by the agency to address them.
We had a very constructive dialog.
That dialog covered a range of issues
the Agency had identified and the ad-
ministration’s actions already taken to
address them.

It is clear to me legislation is not
needed at this time. Secretary Leavitt
has the authority. Current law allows
him to have a smooth transition. And
administrative actions will work faster
than if we pass this legislation. That is
because changes in law have to be fol-
lowed by more administrative actions.
This is very much going to slow things
down. That is not what we want. We
want, need, and will get quick action.

The issues that have surfaced do not
lend themselves to legislative fixes.
For example, we talked about problems
in the data files. The data files have
not always identified the plan where a
dual eligible is enrolled. Obviously,
that is a problem. But can Congress
write a law to dictate exactly how to
fix computer system data files? That is
not something I would want to do.
There is an opportunity for getting
something wrong, if I ever saw an op-
portunity for Congress to do something
wrong.

But more importantly, these amend-
ments are unnecessary. Senator BINGA-
MAN’s amendment gets at issues that
have already been addressed adminis-
tratively. CMS has the authority to ad-
dress these that way. And it will get
fixed faster than if we pass additional
legislation.

So I am going to offer a sense-of-the-
Senate resolution. That resolution ex-
presses our concerns about these prob-
lems, and it expresses the Senate’s sup-
port for the Agency’s efforts to fix
them.

For example, prescription drug plans
must have a first-fill policy. The first-
fill policy already requires at least 30
days of coverage for the first prescrip-
tions filled, even if the drugs are not on
the plan’s formulary. And just yester-
day, Secretary Leavitt announced that
the first-fill policy is being extended
further. It is now going to be in place
for 60 or 90 days as a first-fill policy.
The Bingaman amendment requires
only a 30-day policy. So it is already
out of date. The administrative actions
are much faster. Changes in law are
not needed to address the issue.

Now, here is another one. The Binga-
man amendment says that dual-eligi-
ble beneficiaries, whom we call dual
eligibles, should be presumptively eli-
gible. But the dual eligibles are already
automatically eligible under the law,
and they are automatically assigned to
a plan. So again, no change in law is
required.

Another example. The Bingaman
amendment says it would require plans
to reimburse enrollees for cost-sharing
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problems. Here again, plans are already
responsible for the costs to cover
drugs. They are responsible for reim-
bursing beneficiaries for any cost-shar-
ing charged in error. No change in law
is required.

Let me give you another one. Some
States have stepped up to fill claims
during the transition. The Bingaman
amendment requires States to be reim-
bursed for their costs. This is already
happening. Last week, Secretary
Leavitt announced that the Federal
Government will reimburse States for
costs they have incurred during the
transition period. We were told that
that day we met with Secretary
Leavitt. I do not know exactly when
Senator BINGAMAN was there, but he
was there for that meeting. Not every
Senator stayed for every minute of the
meeting, but Secretary Leavitt made
this very clear. So again, legislation is
not needed because administrative ac-
tion is being taken, with the legal au-
thority of the Secretary to do it. So no
additional legislation is needed.

Senator NELSON’s amendment would
extend the enrollment period through
the end of the year and permit bene-
ficiaries to change once before the end
of the year. We have discussed this
amendment before. The Senate has al-
ready voted twice, and we voted it
down twice. And changing the enroll-
ment period does nothing to address
any of the issues experienced by bene-
ficiaries just this last month.

We are well into the enrollment pe-
riod. Enrollment is exceeding expecta-
tions. Twenty-four million bene-
ficiaries out of 44 million, potentially,
have prescription drug coverage. Every
day, nearly 90,000 beneficiaries are en-
rolling in the program, and about 1
million prescriptions are being filled
daily. So again, legislation is not need-
ed.

There are a number of resources for
beneficiaries to help them choose a
plan. There is the Medicare call center.
It is available 24 hours a day, and the
Medicare Web site. Every State has
counselors available to assist bene-
ficiaries through the State Health In-
surance Information Program. That is
the whole point of that program—the
SHIIP program, it is called for short—
to help beneficiaries understand their
Medicare benefits. The prescription
drug plans based their proposals to
serve Medicare beneficiaries on the en-
rollment period specified in the law.

In addition, there are already rules in
place under which a beneficiary can
change their enrollment outside of the
open enrollment period. A beneficiary
can seek what is called a special elec-
tion period if that is needed for that in-
dividual—for example, if a plan fails to
provide a beneficiary with information
about the plan’s benefits on a timely
basis, or if it fails to provide benefits in
line with quality standards, or if the
plan, its agent, or plan provider mate-
rially misrepresents the plan in mar-
keting that plan. So in all of these in-
stances, there can be a special enroll-
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ment period or an opportunity to
change.

So again, we do not need legislation.
These are issues already covered in the
law today.

I want to make another point about
what is going on with these amend-
ments. There was a time when oppo-
nents of this benefit were concerned
that there wouldn’t be enough choice.
Now their concern is that there is too
much choice. When we were in con-
ference with the House on this 2 years
ago, we were fearful there might not be
a choice for people. So we provided if
there wasn’t a choice, the Secretary
set up a subsidized choice so that every
individual could at least choose from
two. We wanted people to have choice.
We followed the Federal Employees
Health Benefit Plan where people have
the choice of many plans to choose
from, and they get to change once a
year. We wanted to make sure we
didn’t cram anything down any senior
citizen’s throat. If they didn’t want to
participate, if they were satisfied with
Medicare the way it was, they didn’t
have to. But if they wanted to partici-
pate, they elected.

You don’t write one plan for 44 mil-
lion seniors because everybody has dif-
ferent benefits. And one-third of the
people already had some prescription
drug coverage. We didn’t want to screw
up their plans. So we subsidized those
plans so that those people who had
something they wanted would be able
to keep it. I don’t know when you sat-
isfy people. I didn’t think there would
be enough choice. Now we are hearing
complaints about too many choices.
There are 44 million Americans; there
are 44 million different personal needs
of those people. We, sitting on the floor
of the Senate, are not going to figure
out what those 44 million needs are and
pass a one-size-fits-all plan that is
going to satisfy the needs of everybody.

The point is, the opponents of this
new benefit will complain and fight it
no matter what happens. I hope every-
one remembers that. I also find it iron-
ic that folks think that legislation is
the answer. These are the same people
who are concerned about confusion.
Now they are proposing legislative
changes in a bill that has only been in
operation for 1 month, on top of admin-
istrative actions that the agency has
already taken. They want to screw that
up with legislation on the floor of the
Senate with changes that will have no
impact on any of the problems encoun-
tered this last month, legislation that
would have to be followed by yet more
administrative action, a snowball roll-
ing down the hill, just getting more
complicated as it rolls on.

I ask whether this is going to help
these perceived problems. Well, not
just perceived problems; I admitted
there are problems out there. I admit-
ted when you put something like this
into place, there are growing pains,
just like I quoted that New York Times
article from 1966 about the growing
pains that we were going to have with
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Medicare when it was first put in place.
Do you think these things are going to
smooth the transition? I don’t think
so. Talk about opportunity for confu-
sion among beneficiaries, pharmacists,
and plans. This is not going to reduce
the confusion.

Passing legislation now runs the very
real risk of undermining and compli-
cating things. It can undermine the
progress already made. It will inter-
rupt actions taken by the administra-
tion. It will create more problems, not
fewer problems. I, for one, have a
steadfast commitment to gaining a full
understanding of the problems and pur-
suing the most appropriate and timely
course of action.

When the Secretary came before my
committee and everybody turned out
to make their complaints known, and
the Secretary announced at that time
seven problems and he announced at
that time seven solutions to those
problems and took full responsibility
for them, I had a feeling people left
that meeting fairly satisfied that no-
body was going to blame somebody else
and they had a grasp of the problems
and solving problems, with some ac-
countability that some changes had al-
ready taken place for the better.

So then when you come out of an en-
vironment of a committee meeting like
that, you wonder what planet they
have been on when these amendments
are being offered—amendments that, if
they were passed, would not get to the
President for another 30 days—to solve
problems that were evident 30 days ago
that the Secretary has already identi-
fied and taken action to overcome.

Senator BAUCUS and I are working to-
gether to get to the bottom of this
issue. That is how we do it in our com-
mittee. We do it in a bipartisan way so
that we are going to also be able to
work together if it turns out that legis-
lation is needed. But I asked the Sec-
retary at that very committee meet-
ing: Do you need any legislative
changes to take care of these problems
that we have all identified, particu-
larly the seven that he identified? He
said: No, he had ample legislative au-
thority to do it.

An important part of Senator BAU-
cUS’s and my work in this regard is
going to be brought up at next week’s
Finance Committee hearing, an open
hearing. We will hear from Dr. McClel-
lan. We will hear from representatives
of the plans. We will hear from phar-
macies. We are, most importantly,
going to hear from the people involved
in educating and enrolling bene-
ficiaries into the plan. More than once
I have heard Members take issue with
attempts to bypass the committee
process. The amendments before us are
just that.

Senator BINGAMAN’s amendment has
not gone through the Finance Com-
mittee. It is clear that this amendment
falls within the jurisdiction of the Fi-
nance Committee, and the Senator
from New Mexico is a member of that
committee. I ask him to work within



S484

the committee. If the Senate proceeds
on legislation that the full committee
has not considered, then nothing would
prevent the Senate from legislating on
other Finance Committee issues with-
out the benefit of hearings or com-
mittee action.

Next week’s hearing is very impor-
tant. We need to gather more informa-
tion about what is happening. This is
needed to inform all of us of any nec-
essary response. In the absence of such
information gathering, it is dan-
gerously premature to consider any
amendments related to the prescrip-
tion drug program. We all know that
this whole issue of Medicare prescrip-
tion drug coverage has long been a po-
litical issue. With the amendments of-
fered today, I can’t help but think that
is very unfortunate. It is also unfortu-
nate that is probably not going to
change during the 109th Congress.

On the other hand, I hope that is not
the case. But here we are, just 1 month
into the prescription drug program, al-
ready we see a lineup of amendments
to perhaps the most inappropriate ve-
hicle there could ever possibly be to
deal with Medicare. In other words,
these amendments are on a tax bill.
But more importantly than just the
process, these amendments are unnec-
essary because of administrative ac-
tions taken to date or to be taken to-
morrow, if a new problem comes up.

When these amendments that I have
discussed—the Bingaman and Nelson
amendments—come up for a vote, I
hope my colleagues will trust what we
learned in the committee: that the
Secretary of HHS doesn’t need any new
legislative authority, consequently
bringing any more uncertainty into
this process by voting for these amend-
ments. Vote them down.

I said that I had an amendment I
wanted to have considered when we
vote this afternoon. I send the amend-
ment to the desk and ask for it to be
printed.

I yield the floor. And since nobody
else is desiring to speak, I suggest the
absence of a quorum.

The PRESIDING OFFICER (Mr. MAR-
TINEZ). The clerk will call the roll.

The legislative clerk proceeded to
call the roll.

Mrs. MURRAY. Mr. President, I ask
unanimous consent the order for the
quorum call be rescinded.

The PRESIDING OFFICER. Without
objection, it is so ordered.

Mrs. MURRAY. Mr. President, I came
to the floor this afternoon to spend a
few minutes speaking in support of the
Bingaman-Rockefeller-Murray Medi-
care drug REPAIR amendment that we
will be seeing this afternoon. I came to
the floor to urge my colleagues to sup-
port this amendment so we can address
the immediate crisis facing our most
vulnerable citizens.

I wish we were here debating a real
fix to the Medicare Modernization Act,
but unfortunately the Senate leader-
ship has placed a lot higher priority on
tax cuts than on providing reliable ac-
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cess to prescription drugs for low-in-
come seniors and the disabled, so we
are here today debating that. I know
the chairman of the Finance Com-
mittee was on the floor earlier talking
about the relevance of this amend-
ment, the Bingaman-Rockefeller-Mur-
ray Medicare drug REPAIR amend-
ment, but this is the first piece of leg-
islation that we have had on the floor
since the rollout of the Medicare pre-
scription drug bill. Offering this
amendment on this tax bill is our only
option.

What this amendment does is ensure
that our low-income seniors and our
disabled—who are often technically re-
ferred to as duals—are at least ensured
of a 30-day supply of lifesaving drugs,
regardless of any communication or
data exchange problem. It simply en-
sures that States and pharmacies and
beneficiaries who have had to provide
coverage to those who have fallen
through the cracks in this rolling out
of the Medicare prescription drug bill
receive just and fair reimbursement.

Finally, it will end the confusion fac-
ing any of our duals. And for any of my
colleagues who have not been out in
their States since January 1, I will tell
you there is tremendous confusion and
conflict and people are falling through
the cracks and we need to end that
confusion so they know whether, in
fact, they qualify for assistance.

Because of the tremendous data and
outreach problems, many of these so-
called duals have been told they have
to meet a $250 deductible before their
plan is going to cover their prescrip-
tion drugs. If they are eligible today
for Medicare and Medicaid, they are as-
sumed eligible at the drugstore.

I have listened to Secretary Leavitt
and CMS Administrator McClellan re-
assure all of us that they are acting to
fix these problems. I am here today to
applaud their attention and their com-
mitment and their recognition of the
tremendous challenges out there, par-
ticularly for our duals, as this prescrip-
tion drug rollout bill is occurring. I
only wish they had listened last No-
vember when I offered an amendment
to provide a 6-month transition and
predicted the dire straits that we are
now in before this was rolled out.

I will say they have been responsive
since January 1. But all of the steps
that have been implemented are worth-
less if there is no education of our
pharmacists and our seniors, or if there
is no aggressive oversight and enforce-
ment. Saying that they are just going
to work to ensure the plans honor their
commitment is not the same as saying
plans will be required by law to honor
that commitment. It doesn’t do a sen-
ior any good to be told we are going to
hold plans accountable, and they still
do not have any access.

There are a number of problems with
this flawed structure, but I think it is
critical that we address the immediate
crisis for those people who have very
few options. If anyone on this floor
today thinks this is fixed, or these
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problems are going to go away, I want
them to know they are sadly mistaken.
I have traveled around my home State
of Washington since August. I am not
hearing that things are getting any
better. I have people come to forums
that I am holding where I try to give
them information, and every forum I
have had, time after time, there are
new problems, new challenges: phar-
macists are falling through the cracks,
doctors who don’t know how to deal
with their patients, long-term care fa-
cilities that are at their wits’ end, and
certainly the mental health advocates
who are telling us we have people who
could be in serious crisis very soon if
we don’t address these problems.

There is a lot of frustration. There is
a tremendous amount of panic for
these dual eligibles that they are being
denied access to lifesaving drugs, and
to low-income seniors, especially those
in group homes, who can’t afford the
added burden of copayments. It is
wrong for us to sit here and say this is
going to get worked out. I think it is
our responsibility to stand up today, at
our very first opportunity, and make
sure we fix this Medicare prescription
drug plan.

This week, my Governor, as many
Governors who have been facing this at
home on the ground, joined with me in
urging the Federal Government to fix
this mess. I want to quote her. She
said:

All we are asking is don’t make these peo-
ple worse off than they were.

Our Governor’s office, as many Gov-
ernors’ offices, has been flooded with
calls about this prescription drug plan.
She says some of these people are tell-
ing her they would rather take their
own life than deal with the situation.

I have sat in forums in my State
where people have said that to me, to
my face, as well. These are people with
mental health problems, they are el-
derly, they are having trouble working
through the system. It is too much for
them. They cannot deal with the co-
payments for the first time—and that
is not what our country should be
about. It does not sound to me like
things are getting better and the kinks
are getting worked out.

Congress promised in 2005, they
promised to people in this country ac-
cess to affordable prescription drug
coverage. It is clear they are not get-
ting that today. We know these prob-
lems cannot be fixed through some
kind of administrative action alone.
We here in Congress have an obligation
to act and not follow CMS.

I urge my colleagues to support this
amendment and send a message to
those who are living, literally, in fear
today that Congress is not going to
wait and we are going to do the right
thing.

I do not agree that this is not the bill
to deal with this issue. I wish we had
another bill in front of us. I wish we
had an actual fix in front of us. But we
cannot wait to work through the next
several weeks and then the budget
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process and everything else coming
down the pike to deal with this issue.
We are talking about real individuals
in real communities who are not get-
ting access to their prescription drugs
because of the challenges that CMS is
facing as this plan is rolled out, and we
have an obligation to act.

I urge my colleagues to support the
Bingaman-Rockefeller-Murray drug
REPAIR amendment and get a fix in
place so people’s lives are not in crisis.
We have an obligation to do this, and I
urge my colleagues to vote for this
amendment.

Mr. President, I yield the floor.

I suggest the absence of a quorum.

The PRESIDING OFFICER (Mr. AL-
EXANDER). The clerk will call the roll.

The legislative clerk proceeded to
call the roll.

Mr. TALENT. Mr. President, I ask
unanimous consent that the order for
the quorum call be rescinded.

The PRESIDING OFFICER. Without
objection, it is so ordered.

Mr. TALENT. Mr. President, I rise
for a moment to speak in favor of
amendment No. 2711, which is at the
desk. It is my amendment regarding
the child tax credit offered by the ma-
jority leader. I will discuss briefly that
amendment.

I originally hoped I could offer an
amendment making the child tax cred-
it permanent, which would help mil-
lions of workers and families around
the country. I wanted to offer a
straight-out extension. The Senate
rules preclude that from being offered
today. Instead, I will put the Senate on
record that this Senator supports a
permanent extension of the child tax
credit.

In 2001, the Congress set in motion
legislation which extended that credit
to $1,000 per child, but in 2011, unless
Congress acts beforehand, the clock
will turn back and taxes will go up ef-
fectively 50 percent on the workers and
families who qualified for the child tax
credit. This additional money has made
a big difference to families around the
country and in Missouri. People like
Beth Davis, who is a hairdresser in
Kansas City, a single mother of three
children, use this money to help pay
for necessities for their children.

The most recent Treasury Depart-
ment data shows that 543,000 married
couples and single parents in Missouri
benefit from the child tax credit en-
acted in 2001. I believe this child tax
credit is supported very strongly in the
Senate. I expect the sense-of-the-Sen-
ate will be approved. I certainly hope it
will so that, at the minimum, we can
go on record to support making this
projob, progrowth, prochild tax credit
permanent.

I yield the floor.

The PRESIDING OFFICER. The
Democratic leader.

Mr. REID. Mr. President, we had a
meeting and thought the votes would
start immediately, and Members were
advised that.

It is my understanding, Senator BAU-
CUS, the voting will not start for at
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least a half hour. Everyone should un-
derstand the votes will not start now
but within the next half hour, 456 min-
utes probably.

Mr. BAUCUS. It is my understanding
we could start early if Senators have
amendments. We do not have to wait a
full half hour.

I yield the floor and suggest the ab-
sence of a quorum.

The PRESIDING OFFICER. The
clerk will call the roll.

The assistant legislative clerk pro-
ceeded to call the roll.

Mr. REID. Mr. President, I ask unan-
imous consent that the order for the
quorum call be rescinded.

The PRESIDING OFFICER. Without
objection, it is so ordered.

Mr. REID. Mr. President, we have
half an hour remaining. If there are
Senators who wish to speak on their
amendments, they should get over here
immediately. If they do not come with-
in a reasonable period of time, I am
confident Senator BAUCUS will yield
back the time on this side, as he
should. If there is no one here who de-
sires to speak, we can move to the
votes more quickly. That is left up to
Senator BAucuUSs. If Members want to
talk, now is the time.

I suggest the absence of a quorum.

The PRESIDING OFFICER. The
clerk will call the roll.

The assistant legislative clerk pro-
ceeded to call the roll.

Mr. BIDEN. Mr. President, I ask
unanimous consent that the order for
the quorum call be rescinded.

The PRESIDING OFFICER. Without
objection, it is so ordered.

Mr. BIDEN. Mr. President, I will
speak up to 5 minutes on an amend-
ment that is not in the first package of
amendments we will vote on, but since
we will have no opportunity in the sec-
ond and third package of amendments,
I will speak to it now.

I have an amendment that is fash-
ioned to deal with the 9/11 Commission
Report that came out less than 2
months ago, on December 5, 2005. It was
the so-called report card where this
prestigious bipartisan Commission, led
by former Republican Governor Tom
Kean and former Democratic Congress-
man Lee Hamilton, took a look at
what we have done based on what they
recommended in the 9/11 Report. It
tells how little we have learned and
how little we have done to actually
make the homeland safer.

Most Americans, at least in my
State, believe at least the most obvious
steps have been taken to close the gaps
in our homeland defense. They believe,
at the very least, we have a plan, that
we have set priorities, and we know
what the next step will be.

Let me quote from the Commission’s
report, which is only 6 or 7 weeks old,
on what we have done to assess the
risks and vulnerabilities of our critical
infrastructure—transportation, com-
munications, industrial assets. Here is
what they say:

No risk and vulnerability assessments ac-
tually made; no national priorities estab-
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lished; no recommendations have been made
on allocation of scarce resources. All key de-
cisions [on homeland security] are at least a
year away.

We all remember September 11 when
we discovered that local police, fire,
and rescue units could not commu-
nicate with each other, could not com-
municate with Federal agencies. There
was no way to coordinate the action,
no way to share information. Things
are no better today.

It gets worse. Airline passenger
screening, the one place most Ameri-
cans think we have done pretty well,
the 9/11 Commission gives that effort a
grade of “F.”

Regarding airline baggage screening,
to check for explosives, from the report
on December 5, 2005:

Improvements have not been made a pri-
ority by Congress or the Administration.

This is unacceptable. This adminis-
tration tries to fill in the most obvious
gaps in our homeland defense, but they
have not done it. We have not done it.
We simply have not done it.

This amendment is designed to fill in
the most obvious gaps. It begins with
those areas where the Commission
graded us and the President as “F’’ and
“D” in the Commission Report. It ad-
dresses other issues such as the utter
lack of a systematic program for rail
security, passenger freight, stations,
tunnels, rail yards, bridges.

Every dime in this amendment is
fully paid for by closing corporate tax
loopholes. Frankly, this is a modest
list. There is much more to be done. We
will need more resources to make us
safer. Wiretapping, even if it is legal, is
not the sole homeland defense. This
amendment focuses on the most glar-
ing and dangerous shortcomings in our
homeland defense. By closing these
loopholes, this amendment actually re-
turns $23 billion to the Treasury to im-
prove our fiscal security and reduce
our dependence on borrowing from
other countries.

I have been joined in this amend-
ment—and I did not have time to no-
tify her because I did not know until 2
minutes ago—by Senator STABENOW of
the State of Michigan, who has worked
tirelessly on dealing with this issue.

It is pretty basic. We have done noth-
ing much to deal with the problems
most Americans know relate to home-
land security. We are safer but not
nearly safe enough.

The bipartisan commission that got
great grades from everybody in the Na-
tion felt compelled on their own dime,
with their own money, their own re-
sources, not funded by the Govern-
ment, to continue to issue reports and
to hold hearings. And they issued a re-
port on December 5 that is, quite
frankly, embarrassing and dangerous.

So our amendment is designed to fill
some of the loopholes, not all of them,
that, in fact, have been left by the
President’s failure to secure our na-
tional interest, our homeland defense,
as well as by our failure as a Congress
to step to the ball.
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We can and we have to marshal all
our country’s resources in this strug-
gle. T will bet you $100, if you asked
anybody in the public, from corporate
CEOs to the average American out
there, Would you rather us spend this
money on securing our ports, our nu-
clear plants, our railroads, our cities,
or would you rather us give it back in
a tax break, I think it is just like the
COPS bill years ago, given the choice,
the American people said let’s make
our streets safer. I am confident they
think we should make the country
safer.

This amendment will be voted on not
in this first tranche of amendments but
the second, but I am not going to get a
chance to speak to it at the later date.
There was a little opening in time, and
I thank the staff for letting me know
this time was available.

I yield the floor.

The PRESIDING OFFICER. The Sen-
ator from Michigan.

Ms. STABENOW. Mr. President, I
rise, as we are waiting for the votes as
well, to join with Senator BIDEN and to
thank him for his continued leadership.
We have come to this floor on numer-
ous occasions to speak about this issue
over and over again, ever since 9/11, and
we still do not have this fixed.

So I am pleased to be joining with
Senator BIDEN to offer this amend-
ment. It is time we act. It is past time.
As Senator BIDEN said, it should be an
embarrassment to all of us, the failing
grades we received from the 9/11 Com-
mission, a bipartisan commission,
whose sole focus is on giving us infor-
mation about whether we are safe
today and what it will take to keep us
safe, what it will take in the future to
make sure Americans are safe.

We received, collectively—the admin-
istration, the Congress—failing grades
in area after area. One of my main fo-
cuses has been on whether the radios
work; it is stunning to me we are still
talking about this. It is very unfortu-
nate that after 9/11—because we did not
connect all of the radios to be able to
work to communicate with each
other—that we saw the same kinds of
failings that had firefighters and police
officers running into buildings in New
York instead of running out, as they
should have been, because they did not
know what was happening—that the
same kinds of things, then, happened in
the gulf, in New Orleans.

I will never forget, going down right
after the hurricanes with the bipar-
tisan leadership, sitting outside of the
New Orleans Convention Center with
someone from Michigan who was with
the Army National Guard, someone
from the Michigan Coast Guard, talk-
ing with these folks who had not slept
for several days, who were down doing
their part, trying to save lives, getting
people off of rooftops, doing what was
necessary.

I asked the gentleman from the
Army National Guard: ‘“Do you have
radios?”’ ‘“Yeah.” I asked the individual
from the Coast Guard: ‘Do you have
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radios?”’ ‘“Yeah, of course.” Then I
asked: ‘“Can you talk to each other?”
“No.” T asked: ‘“Well, how are you talk-
ing to each other?” “Well, when we’re
out in the boats, we use hand signals.”
This was, at the time, 2005 in the
United States of America, and they are
using hand signals to tell whether they
have found somebody, whether they are
OK, and so on, because the radios did
not work.

When are we going to get this right?
People expect us to get this right. They
do not understand why this has not al-
ready happened. This amendment basi-
cally puts our priorities in place by
saying it does not matter what your in-
come level is, if there is another at-
tack, you are going to want the radios
to work. It does not matter where you
live in America. It does not matter if
you are a CEO or if you are a person
going in and punching a timeclock
every day or if your kids are playing in
a school yard. You expect that your
Government is doing everything hu-
manly possible to keep you safe.

We have heard from the 9/11 Commis-
sion. They have overwhelmingly told
us that is currently not true. So I hope
and pray we take action, that we would
create the priorities that Americans
are asking us to create, which is by
starting with security, starting with
security, making sure we are putting
that at the top of the list, that we are
providing police officers and fire-
fighters with what they need in dealing
with ports and nuclear plants and
chemical plants and all of the other
issues, such as with Amtrak, making
sure people are safe as they travel, as
well as airlines.

We can do that by setting the right
priorities. And that is what this
amendment does. I urge my colleagues
to join us in adopting this amendment.

Thank you, Mr. President.

Mr. BAUCUS. Mr. President, I sup-
port the pending substitute amend-
ment. I encourage my colleagues to
support it as well.

I almost need a flow chart to explain
how we got here. But because of several
events, there is now more room for tax
cuts. Yes, you heard right: more tax
cuts.

We should tread carefully, though,
rather than dive in. We have an oppor-
tunity to show responsibility. And I
think that this substitute does just
that.

Let me first explain how we got here.
As my colleagues will recall, the tax
reconciliation bill that we passed last
November included much-needed relief
for the Gulf States affected by Hurri-
cane Katrina. Congress passed and en-
acted those incentives separately in
December.

Further, our tax bill allocation was
limited by the fact that the spending
reconciliation bill had not been en-
acted. The House is expected to pass
that bill today, clearing it for the
President.

The bottom line is that this bill can
accommodate $18 billion more in tax
cuts.
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We have an opportunity here to show
some responsibility. And the respon-
sible thing to do is to pass another
year of extenders. Otherwise, we will be
right back here in a few months to pass
those extenders. Or since it is an elec-
tion year, we will be back during a
lame duck session considering the
same set of expiring provisions.

These are very popular, bipartisan
tax cuts we extend year after year. But
we never have the resources in any
given year to make them permanent.

This list of annual extenders includes
several proven tax incentives. Busi-
nesses are encouraged to do more U.S.-
based research and create high-paying
jobs. Long-term welfare recipients and
others who are hard to employ are
given job opportunities through an em-
ployer credit. And teachers who reach
into their pockets to pay for classroom
supplies can get a small deduction for
their expenses.

These tax incentives were all part of
the original Senate reconciliation bill.
But in that bill, they were limited to
one year. Now, Chairman GRASSLEY
and I are pleased to offer this amended
version today to extend these provi-
sions through the end of next year. We
will thus provide certainty to busi-
nesses, workers, and teachers.

We know we will all vote to extend
these provisions, if pressed at the end
of the year to do so. We should take
this opportunity now to provide these
tax incentives through the end of 2007.
It is the responsible thing to do. Indi-
vidual and business taxpayers will be
thankful.

Mr. President, before us now are a se-
ries of amendments. I have a list of 21
Democratic amendments. I have a list
of eight Republican amendments, with
promises of more amendments on that
side of the aisle, depending upon the
course we take today.

Pending a few moments ago, first was
an amendment by the majority leader
to permanently extend the child tax
credit. That is a very popular amend-
ment. I support—I think most of my
colleagues do—extending the child tax
credit. I daresay that most Senators on
both sides of the aisle would probably
strongly support extension of the child
tax credit. Senator TALENT, the author,
however, has expressed his will to con-
vert his amendment to a sense of the
Senate. The majority promises to offer
the full version later.

Because of the Nation’s record on
budget deficits, I would prefer that we
paid for the pending amendment. But
because of the procedural posture in
which we find ourselves, we will not
have that choice. So we will be faced
with an unattractive choice of voting
for an appealing tax cut without pay-
ing for it or voting against an appeal-
ing tax cut.

After this amendment from the other
side, we have been promised similar
votes on measures to extend marriage
penalty relief, estate tax relief, Social
Security tax relief, 10 percent tax
bracket relief, and so on. At the end of
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the day, this could become a fiscally
very irresponsible exercise.

I wish to propose a different path. I
propose that we address a limited num-
ber of amendments—just six—and then
go to third reading. I propose that
these six amendments be Senator TAL-
ENT’s sense of the Senate on the child
tax credit, Senator BINGAMAN’S pre-
scription drug benefit, a Republican al-
ternative to the prescription drug
amendment, a modified Schumer-
Menendez-Grassley sense of the Senate
on AMT relief, a modified Rockefeller-
Santorum mine safety amendment, and
a paid-for substitute by Senator
CONRAD, and then go to third reading.

The Republican manager has con-
veyed to me that he would find this
procedure acceptable. This procedure
would require, obviously, many Sen-
ators to forgo their opportunity to
offer amendments. That is clear. It
would have that consequence. But this
procedure would also do the most to
maintain fiscal responsibility. This
procedure would also allow Senators to
get back to their States and their con-
stituents in much shorter order.

I implore my colleagues, let us
choose the path of reason. Let us
choose the path of moderation. Let us
end this bill this afternoon.

I have given deep thought to this
issue. I know there are many on both
sides of the aisle who have conflicting
emotions and views on this basic pros-
pect we find ourselves facing. It is my
considered judgment that the path I
am outlining is probably the best
course for the Senate and, more impor-
tantly, the best course for the Nation.
After all, we are here representing our
constituents. We should go the extra
mile to do whatever we possibly can to
represent the people back in our home
States as well as we possibly can.

The PRESIDING OFFICER (Mr.
ISAKSON). The Senator from North
Dakota.

Mr. CONRAD. Mr. President, we are
here at a moment that people have to
think very soberly about what the pos-
sible consequences of our actions might
be. The Senator from Montana has out-
lined one possible scenario. Far be it
for me to judge which amendments
would be in order and which would not.
Let me just say what consequences
could flow from a failure to reach
agreement.

I have just had a consultation with
the Parliamentarian. He informs me
that if we were to waive on any one of
the amendments that have been talked
about on the other side, if we were to
waive all budget points of order
through conference committee, that
would open up to the conference com-
mittee the opportunity to come back
with legislation that would cost far in
excess of the $70 billion limit we cur-
rently face as a result of the budget
resolution.

I know this is complicated, but I urge
my colleagues to think very carefully
about the potential consequences. Let
me give four.
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If all points of order were waived
through conference committee on the
child credit, that could open up the
conference committee to $185 billion of
additional tax cuts, not offset. If the
estate and gift tax changes that have
been proposed by some were adopted
and all points of order waived through
the conference committee, that could
add $358 billion that the conference
committee could come back with with
no points of order prevailing or pos-
sible.

On the expanded 10 percent bracket,
that would open up an additional $262
billion for the conference committee to
come back to this Chamber with no
points of order pending. An income tax
raise of 25, 28, 33, and 35 percent, if all
points of order were waived through
the conference committee, we could
come back here and open up this Cham-
ber to an additional $385 billion of tax
reduction with no point of order pend-
ing.

I do not pretend to know what the
package is that could be agreed on to
resolve this. I do know that the Sen-
ator from Montana has made an impas-
sioned plea to our colleagues to think
twice before we get into this destruc-
tion derby. Believe me, the potential
is, at the end of the day, we would find
ourselves in the circumstance very eas-
ily in which you could have a trillion
dollars of additional tax cuts pending
on the floor of the Senate, with no
point of order available.

I notice the leader is in the Chamber.
I yield the floor.

Mr. REID. Mr. President, I think
what we have here is a case being made
for how bad this reconciliation plan is
that we have. We have a number of
amendments that Senators in good
faith have tried to offer. There will be
votes on these amendments. Ours
doesn’t break the bank, as indicated by
the Senator from North Dakota. All
the amendments he is talking about
that are going to cost all this money
come from the other side. With rare ex-
ception, our amendments are offset. We
don’t expect to ask to waive points of
order through conference on our
amendments. That is why Members
should not vote to waive through con-
ference.

Also, I hope the country is watching
what is going on here today. First of
all, as I said earlier today, we are
working on something that has been
named by the majority the ‘“‘Deficit Re-
duction Act of 2005.”” Using the num-
bers given us by the majority, it in-
creases the deficit by $50 billion.
Today, as I was walking to lunch, a re-
porter says: Are you aware that we are
going to get a supplemental next week
for $90 billion? The budget gimmicks of
this administration are unbelievable.
Everyone knows the cost of the war is
ongoing. We are in our fourth year of
war. The President doesn’t include it in
his budget because it would show the
American people how deeply in the red
we are. Rather than do that, he comes
back later with all these

S487

supplementals. But I understand, hav-
ing managed a few bills in my day, how
the distinguished Senator from Mon-
tana and I will feel about it.

We want to get the bill out of here
and move on to other things with as
little damage as possible. But, Mr.
President, damage has been done by
having this reconciliation bill in the
manner that we got it in the first
place. Having been given this bill, we
are $50 billion in the hole to begin
with, using the numbers of the major-
ity.

Now, people in good faith on our side
offered amendments, or soon will offer
them. Some have been debated. Our
amendments take, for example, the
amendment of the Senator from New
York. She wants to have this Senate on
record as to whether the Senate will
stand for an independent bipartisan
commission to study what went wrong
with Katrina. We have been stymied
every step of the way to do that. Rath-
er than have a 9/11-type commission to
find out what went wrong in the most
significant natural disaster in the his-
tory of this country, we are being
stonewalled. That is an amendment the
majority doesn’t want to vote on.

I wish there were an easy way out of
this, but there is not. I say to my
friends who are offering this amend-
ment on the child tax credit, if it is of-
fered, a lot of Senators over here on
this side are going to vote for it. Some-
day maybe this administration will
recognize what they have done to this
country economically. We are going to
be asked in a few days to increase the
debt ceiling from $8.2 trillion to what-
ever the majority wants—$8.2 trillion
is not enough. So my suggestion is,
let’s just start voting.

Mr. President, I suggest the absence
of a quorum.

The PRESIDING OFFICER. The
clerk will call the roll.

The assistant legislative clerk pro-
ceeded to call the roll.

Mr. FRIST. Mr. President, I ask
unanimous consent that the order for
the quorum call be rescinded.

The PRESIDING OFFICER (Mr.
CORNYN). Without objection, it is so or-
dered.

Mr. FRIST. I ask unanimous consent
that the motion to commit be with-
drawn. I further ask consent that
amendment No. 2709 be withdrawn and
further that the yeas and nays be viti-
ated on amendment No. 2708; further,
that the amendment be agreed to; pro-
vided further that the only remaining
amendments in order be the following,
and further, when a motion to waive
occurs, it be in order for each leader to
offer up to two amendments to each
motion to waive.

The amendments are:

Talent, child tax credit; Nelson, pre-
scription drugs; Republican alternative
to Nelson, relevant; Byrd-Rockefeller-
Santorum, mine safety; Conrad, sub-
stitute; Dodd, veterans health; Repub-
lican alternative to Dodd, relevant;
Reed, America’s military; Republican
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alternative to Reed, relevant; Clinton,
Katrina commission; Republican alter-
native to Clinton, relevant; Menendez,
AMT; Grassley, AMT; Reid, relevant to
any amendment on the list; Frist, rel-
evant to any amendment on the list.

I further ask consent that at the con-
clusion of this unanimous consent, all
time be yielded back and the Senate
proceed to votes in relation to the fol-
lowing amendments; that all votes in
the sequence be limited to 10 minutes
each; that following the reporting of
each amendment, the amendment be
considered as read and there be 2 min-
utes equally divided prior to the vote
in relation to the amendment; finally,
that following disposition of amend-
ments, the substitute be agreed to, the
bill be read the third time, and the
Senate proceed to a vote on passage of
the bill, with no intervening action or
debate. The amendments will be con-
sidered in the order sent to the desk.

The PRESIDING OFFICER (Mr.
CHAFEE). Is there objection? Without
objection, it is so ordered.

AMENDMENT NO. 2727

Mr. FRIST. Mr. President, on behalf
of Senator TALENT, I would like to call
up his amendment.

The PRESIDING OFFICER. The
clerk will report.

The assistant journal clerk read as
follows:

The Senator from Tennessee [Mr. FRIST],
for Mr. TALENT, proposes an amendment
numbered 2727.

The amendment is as follows:
(Purpose: To express the sense of the Senate

regarding the permanent extension of the

amendments to the child tax credit made
by the Economic Growth and Tax Relief

Reconciliation Act of 2001 and the Jobs and

Growth Tax Relief Reconciliation Act of

2003)

At the appropriate place insert the fol-
lowing:

SEC. . SENSE OF THE SENATE REGARDING
THE PERMANENT EXTENSION OF
EGTRRA AND JGTRRA PROVISIONS
RELATING TO CHILD TAX CREDIT.

It is the sense of the Senate that the con-
ferees for the Tax Relief Act of 2006 should
strive to permanently extend the amend-
ments to the child tax credit under section
24 of the Internal Revenue Code of 1986 made
by the Economic Growth and Tax Relief Rec-
onciliation Act of 2001 and the Jobs and
Growth Tax Relief Reconciliation Act of
2003.

The PRESIDING OFFICER. The
question is on agreeing to the amend-
ment.

The amendment (No. 2727) was agreed
to.

The PRESIDING OFFICER. The Sen-
ator from Montana is recognized.

AMENDMENT NO. 2728 TO AMENDMENT NO. 2707

Mr. BAUCUS. On behalf of Senators
BYRD, ROCKEFELLER, and SANTORUM, I
send an amendment to the desk and
ask for its immediate consideration.

The PRESIDING OFFICER. The
clerk will report.

The assistant journal clerk read as
follows:

The Senator from Montana [Mr. BAUCUS],
for Mr. BYRD, for himself, Mr. ROCKEFELLER,
and Mr. SANTORUM, proposes an amendment
numbered 2728 to amendment No. 2707.
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The amendment is as follows:
(Purpose: To provide tax incentives for the

purchase of advanced mine safety equip-

ment and the training of mine rescue
teams, and for other purposes)

At the appropriate place insert the fol-
lowing:

SEC. . PARTIAL EXPENSING FOR ADVANCED
~ MINE SAFETY EQUIPMENT.

(a) IN GENERAL.—Part VI of subchapter B
of chapter 1 is amended by inserting after
section 179D the following new section:

“SEC. 179E. ELECTION TO EXPENSE ADVANCED
MINE SAFETY EQUIPMENT.

‘“(a) TREATMENT AS EXPENSES.—A taxpayer
may elect to treat 50 percent of the cost of
any qualified advanced mine safety equip-
ment property as an expense which is not
chargeable to capital account. Any cost so
treated shall be allowed as a deduction for
the taxable year in which the qualified ad-
vanced mine safety equipment property is
placed in service.

“(b) ELECTION.—

‘(1) IN GENERAL.—An election under this
section for any taxable year shall be made on
the taxpayer’s return of the tax imposed by
this chapter for the taxable year. Such elec-
tion shall specify the advanced mine safety
equipment property to which the election ap-
plies and shall be made in such manner as
the Secretary may by regulations prescribe.

‘(2) ELECTION IRREVOCABLE.—Any election
made under this section may not be revoked
except with the consent of the Secretary.

“(c) QUALIFIED ADVANCED MINE SAFETY
EQUIPMENT PROPERTY.—For purposes of this
section, the term ‘qualified advanced mine
safety equipment property’ means any ad-
vanced mine safety equipment property for
use in any underground mine located in the
United States—

‘(1) the original use of which commences
with the taxpayer, and

‘“(2) which is placed in service by the tax-
payer after the date of the enactment of this
section.

‘(d) ADVANCED MINE SAFETY EQUIPMENT
PROPERTY.—For purposes of this section, the
term ‘advanced mine safety equipment prop-
erty’ means any of the following:

‘(1) Emergency communication tech-
nology or device which is used to allow a
miner to maintain constant communication
with an individual who is not in the mine.

‘(2) Electronic identification and location
device which allows an individual who is not
in the mine to track at all times the move-
ments and location of miners working in or
at the mine.

‘“(3) Emergency oxygen-generating, self-
rescue device which provides oxygen for at
least 90 minutes.

‘“(4) Pre-positioned supplies of oxygen
which (in combination with self-rescue de-
vices) can be used to provide each miner on
a shift, in the event of an accident or other
event which traps the miner in the mine or
otherwise necessitates the use of such a self-
rescue device, the ability to survive for at
least 48 hours.

‘“(6) Comprehensive atmospheric moni-
toring system which monitors the levels of
carbon monoxide, methane, and oxygen that
are present in all areas of the mine and
which can detect smoke in the case of a fire
in a mine.

‘‘(e) SPECIAL RULES.—

‘(1) COORDINATION WITH SECTION 179.—No ex-
penditures shall be taken into account under
subsection (a) with respect to the portion of
the cost of any property specified in an elec-
tion under section 179.

‘“(2) BASIS REDUCTION.—For purposes of this
title, the basis of any property shall be re-
duced by the portion of the cost of such prop-
erty taken into account under subsection (a).
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“(f) REPORTING.—No deduction shall be al-
lowed under subsection (a) to any taxpayer
for any taxable year unless such taxpayer
files with the Secretary a report containing
such information with respect to the oper-
ation of the mines of the taxpayer as the
Secretary shall require.

‘(g) TERMINATION.—This section shall not
apply to property placed in service after the
date which is 3 years after the date of the en-
actment of this section.”.

(b) CONFORMING AMENDMENTS.—

(1) Section 263(a)(1) is amended by striking
“or”” at the end of subparagraph (J), by strik-
ing the period at the end of subparagraph (K)
and inserting *‘, or’’, and by inserting after
subparagraph (K) the following new subpara-
graph:

‘(L) expenditures for which a deduction is
allowed under section 179E.”".

(2) Section 312(k)(3)(B) is amended by
striking ‘‘or 179D’ each place it appears in
the heading and text thereof and inserting
“179D, or 179E”.

(3) Section 1016(a) is amended by striking
“and” at the end of paragraph (36), by strik-
ing the period at the end of paragraph (37)
and inserting ¢, and’’, and by adding at the
end the following new paragraph:

‘“(38) to the extent provided in section
179E(e)(2).”.

(4) Section 1245(a)(2)(C) is amended by in-
serting “179E,” after <“179D,”.

(5) The table of sections for part VI of sub-
chapter B of chapter 1 is amended by insert-
ing after the item relating to section 179D
the following new item:

“Sec. 17T9E. Election to expense advanced
mine safety equipment.”.

(c) EFFECTIVE DATE.—The amendments
made by this section shall apply to costs
paid or incurred after the date of the enact-
ment of this Act.

SEC. . MINE RESCUE TEAM TRAINING TAX
CREDIT.

(a) IN GENERAL.—Subpart D of part IV of
subchapter A of chapter 1 (relating to busi-
ness related credits) is amended by adding at
the end the following new section:

“SEC. 45N. MINE RESCUE TEAM TRAINING CRED-

‘‘(a) AMOUNT OF CREDIT.—For purposes of
section 38, the mine rescue team training
credit determined under this section with re-
spect to any eligible employer for any tax-
able year is an amount equal to the lesser
of—

‘(1) 20 percent of the amount paid or in-
curred by the taxpayer during the taxable
year with respect to the training program
costs of each qualified mine rescue team em-
ployee (including wages of such employee
while attending such program), or

“(2) $10,000.

“(b) QUALIFIED MINE RESCUE TEAM EM-
PLOYEE.—For purposes of this section, the
term ‘qualified mine rescue team employee’
means with respect to any taxable year any
full-time employee of the taxpayer who is—

(1 a miner eligible for more than 6
months of such taxable year to serve as a
mine rescue team member as a result of
completing, at a minimum, an initial 20-hour
course of instruction as prescribed by the
Mine Safety and Health Administration’s Of-
fice of Educational Policy and Development,
or

‘(2) a miner eligible for more than 6
months of such taxable year to serve as a
mine rescue team member by virtue of re-
ceiving at least 40 hours of refresher training
in such instruction.

‘‘(c) ELIGIBLE EMPLOYER.—For purposes of
this section, the term ‘eligible employer’
means any taxpayer which employs individ-
uals as miners in underground mines in the
United States.



February 2, 2006

‘‘(d) WAGES.—For purposes of this section,
the term ‘wages’ has the meaning given to
such term by subsection (b) of section 3306
(determined without regard to any dollar
limitation contained in such section).

‘‘(e) TERMINATION.—This section shall not
apply to taxable years beginning after De-
cember 31, 2008.”".

(b) CREDIT MADE PART OF GENERAL BUSI-
NESS CREDIT.—Section 38(b) is amended by
striking ‘“‘and” at the end of paragraph (25),
by striking the period at the end of para-
graph (26) and inserting ‘‘, and”’, and by add-
ing at the end the following new paragraph:

‘(27) the mine rescue team training credit
determined under section 45N(a).”.

(¢c) No DOUBLE BENEFIT.—Section 280C is
amended by adding at the end the following
new subsection:

“(e) MINE RESCUE TEAM TRAINING CREDIT.—
No deduction shall be allowed for that por-
tion of the expenses otherwise allowable as a
deduction for the taxable year which is equal
to the amount of the credit determined for
the taxable year under section 45N(a).”.

(d) CLERICAL AMENDMENT.—The table of
sections for subpart D of part IV of sub-
chapter A of chapter 1 is amended by adding
at the end the following new item:

‘““Sec. 45N. Mine rescue team training cred-
it.”.

(e) EFFECTIVE DATE.—The amendments
made by this section shall apply to taxable
years beginning after December 31, 2005.

Mr. BAUCUS. Mr. President, I believe
we have 1 minute each. I yield 1 minute
to the Senator from West Virginia.

Mr. ROCKEFELLER. Mr. President, I
simply want to thank the chairman of
the Finance Committee, and I thank
the ranking member for working this
out and having everybody in it to-
gether. I welcome working with Sen-
ator SANTORUM. It is a good thing to
do. It is dark days in Appalachia now,
and this will help a lot. Thank you.

Mr. FRIST. Mr. Presient, on behalf of
Senator SANTORUM, we yield back the
remainder of our time.

The PRESIDING OFFICER. The
question is on agreeing to the amend-
ment.

The amendment (No. 2728) was agreed
to.

Mr. BAUCUS. Mr. President, the next
amendment on the list is to be offered
by the Senator from North Dakota, Mr.
CONRAD. He should be here at any mo-
ment now. Until he is here, I suggest
the absence of a quorum.

The PRESIDING OFFICER. The
clerk will call the roll.

The assistant journal clerk proceeded
to call the roll.

Mr. CONRAD. Mr. President, I ask
unanimous consent that the order for
the quorum call be rescinded.

The PRESIDING OFFICER. Without
objection, it is so ordered.

Mr. CONRAD. Mr. President, is this
an appropriate time to offer my amend-
ment?

The PRESIDING OFFICER. Yes.

Mr. BAUCUS. It is.

AMENDMENT NO. 2729 TO AMENDMENT NO. 2707

Mr. CONRAD. Mr. President, I send
my amendment to the desk, and I ask
for its immediate consideration.

The PRESIDING OFFICER. The
clerk will report.

The assistant journal clerk read as
follows:
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The Senator from North Dakota [Mr.
CONRAD], for himself and Mr. BINGAMAN, pro-
poses an amendment numbered 2729 to
amendment 2707.

Mr. CONRAD. Mr. President, I ask
unanimous consent that further read-
ing of the amendment be dispensed
with.

The PRESIDING OFFICER. Without
objection, it is so ordered.

(The amendment is printed in today’s
RECORD under ‘“‘Text of Amendments.”’)

Mr. CONRAD. Mr. President, the
chairman and ranking member have
done an excellent job in putting to-
gether this package that is in the in-
terest of the American people. I have
all of the same tax relief provisions
that are in their package. The only dif-
ference is that I have paid for it over
the 10 years. I have done it by adopting
the same offsets as in the managers’
package: closing the tax gap by shut-
ting down abusive tax shelters and
other reforms, raising some $34 billion,
including revoking tax benefits for
leasing foreign subway and sewer sys-
tems; second, ending a loophole for big
oil that lets them avoid taxes on for-
eign operations, raising $9 billion; re-
quiring tax withholding on Govern-
ment payments to contractors such as
Halliburton, raising $7 billion; renew-
ing the Superfund tax so that polluting
companies pay for cleaning up toxic
waste sites, raising $17 billion; and
closing additional loopholes, raising
$22 billion.

This is the package that has all of
the tax relief in the managers’ pack-
age. It just has additional pay-fors, so
we cover the costs. We have exploding
deficits, exploding debt. Let’s pay for
these tax cuts we are offering.

I thank the Chair.

The PRESIDING OFFICER. The Sen-
ator from Iowa is recognized.

Mr. GRASSLEY. Mr. President, I dis-
agree with the proposal in two impor-
tant parts.

First, the proposal does not extend to
2009 several provisions that are very
important to both sides, bipartisan—
specifically, the section 179 expensing,
which encourages the growth of small
business in our country, and the col-
lege tuition deduction, which will give
parents more certainty in the planning
of their children’s education, and the
low-income savers’ credit, which as-
sists families who make less than
$50,000 in saving for their retirement.

The second point I have——

Mr. CONRAD. Mr. President, would
the Senator yield on this point?

Mr. GRASSLEY. I only have 1
minute.

Mr. CONRAD. Can I grant you some
additional time?

Mr. GRASSLEY. We don’t have that
time.

Mr. CONRAD. Mr. President, I ask
unanimous consent for 30 seconds on
this point, if I could.

Mr. GRASSLEY. Then I will take 30
seconds, too.

The PRESIDING OFFICER. Without
objection, it is so ordered.
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Mr. CONRAD. That is more than fair.

I say to my colleague that the state-
ment he made is just not true. I have
precisely the same tax relief in my
package as in yours. Every one of the
items the chairman just mentioned is
in my package for exactly the same pe-
riod of time as is in yours.

Mr. GRASSLEY. All I can say in my
30 seconds on my point is that the Sen-
ator may be entirely correct, but that
is one of the things that happens when
we have 2 days of debate and these
amendments are not put before the
Senate to study until the last minute.

The second concern I have about the
proposal is the inclusion of offsets
which we have not had an opportunity
to fully consider or with respect to
which we have some policy concerns.
An example of that is the revival of the
environmental excise tax offered, re-
ferred to as the ‘‘Superfund tax.” As
you might expect, I believe the bill
passed by a bipartisan majority with 64
votes in the Senate in November,
which we are not going through again,
represents a more balanced bill, one
that provides longer-term benefits, in-
cluding increased certainty and re-
duced complexity for planning.

In addition, I raise a point of order
that the budget does not meet rec-
onciliation instructions to the Senate.
It is an issue of germaneness, Mr.
President.

The PRESIDING OFFICER. The Sen-
ator from North Dakota.

Mr. CONRAD. Mr. President, pursu-
ant to section 904 of the Congressional
Budget Act, I move to waive the appli-
cable sections of the act for the pur-
poses of the pending amendment, and I
ask for the yeas and nays.

The PRESIDING OFFICER. Is there a
sufficient second?

There appears to be a sufficient sec-
ond.

The question is on agreeing to the
motion. The clerk will call the roll.

The assistant journal clerk called the
roll.

Mr. McCCONNELL. The following Sen-
ators were necessarily absent: the Sen-
ator from New Mexico (Mr. DOMENICI),
the Senator from Oklahoma (Mr.
INHOFE), and the Senator from Wyo-
ming (Mr. THOMAS).

Mr. DURBIN. I announce that the
Senator from New Mexico (Mr. BINGA-
MAN) is necessarily absent.

The PRESIDING OFFICER (Mr.
ALLEN). Are there any other Senators
in the Chamber desiring to vote?

The yeas and nays resulted—yeas 44,
nays 52, as follows:

[Rollcall Vote No. 3 Leg.]

YEAS—44
Akaka Dayton Kerry
Baucus Dodd Kohl
Bayh Dorgan Landrieu
Biden Durbin Lautenberg
Boxer Feingold Leahy
Byrd Feinstein Levin
Cantwell Harkin Lieberman
Carper Inouye Lincoln
Chafee Jeffords Menendez
Clinton Johnson Mikulski
Conrad Kennedy Murray
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Nelson (FL) Reid Schumer
Obama Rockefeller Stabenow
Pryor Salazar Wyden
Reed Sarbanes
NAYS—52

Alexander DeWine Murkowski
Allard Dole Nelson (NE)
Allen Ensign Roberts
Bennett Enzi Santorum
Bond Frist Sessions
Brownback Graham Shelby
Bunning Grassley Smith
Burns Gregg
Burr Hagel Sg(e):;eer
Chambliss Hatch Stevens
Coburn Hutchison
Cochran Isakson Sununu
Coleman Kyl Talent
Collins Lott Thune
Cornyn Lugar Vitter
Craig Martinez Voinovich
Crapo McCain Warner
DeMint McConnell

NOT VOTING—4
Bingaman Inhofe
Domenici Thomas

The PRESIDING OFFICER. On this
vote, the yeas are 44, the nays are 52.
Three-fifths of the Senators duly cho-
sen and sworn not having voted in the
affirmative, the motion is rejected.
The point of order is sustained and the
amendment falls.

Mr. GRASSLEY. Mr. President, I
move to reconsider the vote.

Mr. BAUCUS. I move to lay that mo-
tion on the table.

The motion to lay on the table was
agreed to.

The PRESIDING OFFICER. The Sen-
ator from Montana.

Mr. BAUCUS. Mr. President, we are
making a lot of progress. I think if we
just keep operating in the sense of
comity we can do quite well. In that
spirit, I ask unanimous consent the
Grassley AMT amendment and the
Mendendez AMT amendment be moved
down the amendment list in the time
of offering.

The PRESIDING OFFICER. Without
objection, it is so ordered.

Mr. BAUCUS. That means the next
amendment is the amendment of Sen-
ator GRASSLEY on the Medicare pre-
scription drug program.

The PRESIDING OFFICER. The ma-
jority leader.

Mr. FRIST. Mr. President, tonight it
has taken a long time to get where we
are. We are going to have 10-minute
rollcall votes, so everybody needs to
stay in the Chamber. We are going to
cut everybody off. We have agreed to 10
minutes. It has been a long day al-
ready. We know what we are going to
be doing the rest of the night. We have
the amendments laid out, but it means
everybody has to stay here. It will be
10-minute votes. Everybody stay here.

Second, we have a request from the
other side of the aisle that after this
series of amendments there be a roll-
call vote on the extension of the PA-
TRIOT Act. We will run through the
series of amendments as outlined and
then, in discussion with the other side
of the aisle, they are requesting a roll-
call vote on the extension of the PA-
TRIOT Act following these stacked
votes on the amendments.

I yield the floor.
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The PRESIDING OFFICER. The Sen-
ator from Montana.

Mr. BAUCUS. Mr. President, what is
the regular order?

The PRESIDING OFFICER. The next
amendment is the Grassley amend-
ment.

The Senator from Iowa is recognized.

AMENDMENT NO. 2731 TO AMENDMENT NO. 2707

Mr. GRASSLEY. Mr. President, the
amendment expresses the sense of the
Senate about the concerns regarding
the problems encountered in imple-
menting the new drug benefit. It ex-
presses the Senate’s support for the ad-
ministration’s efforts to fix them.
These efforts have proven to be much
speedier in getting the problems fixed,
and fixed fast, than any legislation can
do. To that point, one amendment of-
fered yesterday has provisions that are
completely unnecessary because ad-
ministrative actions have already
taken care of it. I see no point in legis-
lating for the sake of legislating.

Moreover, legislative action on top of
administration action will undermine
and complicate progress to date.

I urge my colleagues to support this
sense-of-the-Senate amendment.

The PRESIDING OFFICER. The Sen-
ator from Iowa will please send the
amendment to the desk.

AMENDMENT NO. 2731 TO AMENDMENT NO. 2707

Mr. GRASSLEY. I call up amend-
ment No. 2731.

The PRESIDING OFFICER.
clerk will report.

The assistant legislative clerk read
as follows:

The Senator from Iowa [Mr. GRASSLEY]
proposes an amendment numbered 2731 to
amendment No. 2707.

Mr. GRASSLEY. Mr. President, I ask
unanimous consent that reading of the
amendment be dispensed with.

The PRESIDING OFFICER. Without
objection, it is so ordered.

The amendment is as follows:
(Purpose: To express the sense of the Senate

regarding the Medicare part D prescription

drug program)

At the appropriate place, insert the fol-
lowing:

The

SEC. . SENSE OF THE SENATE REGARDING
THE MEDICARE PART D PRESCRIP-
TION DRUG PROGRAM.
(a) FINDINGS.—The Senate finds the fol-
lowing:

(1) It is not acceptable that startup issues
under the new Medicare prescription drug
program have resulted in some of our Na-
tion’s most vulnerable citizens having dif-
ficulties getting their prescription drugs
covered under the program, and these issues
must be addressed and resolved.

(2) The Department of Health and Human
Services and the Centers for Medicare &
Medicaid Services are working tirelessly to
address these startup issues and have taken
numerous steps to smooth the transition
process.

(3) All prescription drug plans under part D
of title XVIII of the Social Security Act and
MA-PD plans under part C of such title (in
this section referred to as ‘‘Medicare pre-
scription drug plans’) already have a ‘‘first
fill”” policy in place that provides a new en-
rollee with coverage for prescription drugs
during at least the first 30 days of enroll-

February 2, 2006

ment regardless of whether the particular
prescription drug is on the plan’s formulary,
and the Centers for Medicare & Medicaid
Services is enforcing this requirement.

(4) Under current law, full-benefit dual eli-
gible individuals (as defined in section
1935(c)(6) of the Social Security Act (42
U.S.C. 1395u-5(c)(6)) are already automati-
cally enrolled into Medicare prescription
drug coverage so no change in law is nec-
essary.

(5) Medicare prescription drug plans are al-
ready responsible for covering the cost of
covered prescriptions filled for enrollees, in-
cluding short term transition prescriptions.

(6) Medicare prescription drug plans are al-
ready responsible for reimbursing any en-
rollee, including full-benefit dual eligible in-
dividuals, for any out-of-pocket costs in-
curred by the enrollee that should have been
covered by the plan.

(7) The Centers for Medicare & Medicaid
Services is already reimbursing States for
the reasonable administrative costs incurred
by States that have temporarily covered
some claims for prescription drug coverage
during the transition period.

(8) Enrollment is exceeding projections,
with at least 24,000,000 Medicare beneficiaries
who now have drug coverage and another
90,000 are enrolling each day in the Medicare
prescription drug program;

(9) In addition, the Secretary of Health and
Human Services has taken many other ac-
tions to smooth the implementation of the
Medicare prescription drug program, includ-
ing the following:

(A) Establishing processes to ensure that
full-benefit dual eligible individuals are not
overcharged for their prescriptions and to re-
quire Medicare prescription drug plans to re-
fund overcharges to such individuals.

(B) Establishing a reconciliation process to
ensure that Medicare prescription drug plans
reimburse pharmacies for costs incurred by
pharmacies that are payable by such plans.

(C) Conducting extensive and continuing
outreach to pharmacies and pharmacy asso-
ciations on the implementation of the Medi-
care prescription drug benefit, particularly
with respect to full-benefit dual eligible indi-
viduals, as well as establishing a special
pharmacy telephone help line.

(D) Requiring Medicare prescription drug
plans to have comprehensive formularies and
procedures for enrollees to rapidly secure an
exception to the limitation of coverage of a
prescription drug when medical necessity is
demonstrated.

(E) Permitting full-benefit dual eligible in-
dividuals to switch Medicare prescription
drug plan under the Medicare prescription
drug benefit at any time, for any reason, and
improving data flows and communication
with plans to ensure that plan switches by
such individuals become fully effective as
quickly as possible.

(F) Partnering with national, State, and
local groups that work with full-benefit dual
eligible individuals to educate such individ-
uals about the Medicare prescription drug
program, and assisting in their transition to,
and enrollment under, such program.

(b) SENSE OF THE SENATE.—It is the sense
of the Senate that—

(1) the Secretary of Health and Human
Services is making significant progress in
smoothing the implementation of the new
Medicare prescription drug program, legisla-
tion changing the program is not needed at
this time, and legislation at this time would
also likely complicate implementation of the
program and confuse beneficiaries;

(2) each of the implementation problems
identified under the Medicare prescription
drug program will be resolved more quickly
through administrative actions, which the
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Secretary of Health and Human Services al-
ready has the authority to take under cur-
rent law, rather than through Congressional
action followed by administrative action;

(3) the Senate fully supports the efforts of
the Secretary of Health and Human Services,
Medicare prescription drug plans, phar-
macists, and others to implement the Medi-
care prescription drug program and to re-
solve problems that have occurred during the
implementation of the program; and

(4) the pace of enrollment in the Medicare
prescription drug benefit indicates that ex-
tending the six-month enrollment period is
not warranted at this time, and, by contrast,
such an action could exacerbate implementa-
tion issues under the program.

Mr. BAUCUS. Mr. President, I yield 1
minute allocated to my side to the
Senator from Florida.

Mr. NELSON of Florida. Mr. Presi-
dent, Senators had better look at this
sense-of-the-Senate amendment be-
cause it indicates that ‘‘extending the
6-month enrollment period is not war-
ranted.”

That is a direct quote. You know
what you have been hearing from your
senior citizens and how confused they
are. This sense of the Senate says it
shouldn’t be extended.

The PRESIDING OFFICER. The
question is on agreeing to the amend-
ment.

Mr. NELSON of Florida. Mr. Presi-
dent, I ask for the yeas and nays.

The PRESIDING OFFICER. Is there a
sufficient second?

There is a sufficient second, and the
clerk will call the roll.

The assistant legislative clerk called
the roll.

Mr. MCCONNELL. The following Sen-
ators were necessarily absent: the Sen-
ator from North Carolina (Mr. BURR),
the Senator from New Mexico (Mr.
DOMENICI), and the Senator from Wyo-
ming (Mr. THOMAS).

Mr. DURBIN. I announce that the
Senator from New Mexico (Mr. BINGA-
MAN) is necessarily absent.

The PRESIDING OFFICER. Are there
any other Senators in the Chamber de-
siring to vote?

The result was announced—yeas 42,
nays 54, as follows:

[Rollcall Vote No. 4 Leg.]

YEAS—42
Alexander DeMint Martinez
Allard Dole McCain
Allen Enzi McConnell
Bennett Frist Murkowski
Bond Graham Roberts
Brownback Grassley Santorum
Bunning Gregg Sessions
Burns Hagel Shelby
Coburn Hatch Smith
Cochran Inhofe Stevens
Collins Isakson Sununu
Cornyn Kyl Talent
Craig Lott Thune
Crapo Lugar Vitter

NAYS—54
Akaka Clinton Feinstein
Baucus Coleman Harkin
Bayh Conrad Hutchison
Biden Dayton Inouye
Boxer DeWine Jeffords
Byrd Dodd Johnson
Cantwell Dorgan Kennedy
Carper Durbin Kerry
Chafee Ensign Kohl
Chambliss Feingold Landrieu
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Lautenberg Nelson (FL) Sarbanes
Leahy Nelson (NE) Schumer
Levin Obama Snowe
Lieberman Pryor Specter
Lincoln Reed Stabenow
Menendez Reid Voinovich
Mikulski Rockefeller Warner
Murray Salazar Wyden
NOT VOTING—4

Bingaman Domenici
Burr Thomas

The amendment (No. 2731) was re-
jected.

AMENDMENT NO. 2730 TO AMENDMENT NO. 2707

(Purpose: To provide for necessary bene-
ficiary protections in order to ensure ac-
cess to coverage under the Medicare Part D
prescription drug program)

Mr. NELSON of Florida. Mr. Presi-
dent, I call up amendment No. 2730.
The PRESIDING OFFICER.

clerk will report.

The legislative clerk read as follows:

The Senator from Florida [Mr. NELSON],
for himself and Mr. BINGAMAN, proposes an
amendment numbered 2730.

Mr. NELSON of Florida. I ask unani-
mous consent the reading of the
amendment be dispensed with.

The PRESIDING OFFICER. Without
objection, it is so ordered.

(The amendment is printed in today’s
RECORD under ‘‘Text of Amendments.”’)

Mr. NELSON of Florida. On the vote
Members just rejected, the thought was
that extending the 6-month enrollment
period was not warranted because, in
fact, you have been hearing from your
senior citizens. So we will give you an
opportunity now.

This amendment expands the 6-
month enrollment period for the entire
year of 2006 and allows beneficiaries,
one time, to change plans in that year
when they make a mistake. We are also
going to make all those folks, those
seniors who are out of pocket, the
pharmacies that are out of pocket, the
States that are out of pocket because
of the Federal bungling, we will reim-
burse them in the implementation
where individual senior citizens have
had to eat the cost when they find
their drugs that are essential to their
health, that they cannot get them be-
cause they are not eligible under the
new plan under Medicare.

The PRESIDING OFFICER. The Sen-
ator from Iowa.

Mr. GRASSLEY. Mr. President, I ob-
ject to this amendment. Remember, all
but two of our members of the Com-
mittee on Finance, Republican and
Democrat, joined with Secretary
Leavitt to go over the problems 2
weeks ago that this program is having.
Secretary Leavitt took responsibility
for those problems. He laid out seven
problems. He laid out seven solutions
to those problems that he has already
inputted.

I asked him if he needed additional
legislative authority to solve these
problems. He did not need any addi-
tional legislative authority. He had
plenty. We are going to pass legislation
now that not only will take a while to
get passed, but we will also have a pe-
riod of time afterwards of having regu-
lations to administer that legislation.

The
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The problem goes on and on. The
problem is being solved by the Sec-
retary right now. Let’s not screw up
what the Secretary is trying to do,
something that is working very well.
There are problems, yes, but those
problems are identified, and they can
work.

I raise a point of germaneness on this
amendment. I raise a point of order
under section 310 of the Budget Act,
and I ask for the yeas and nays.

Mr. NELSON of Florida. Pursuant to
904 of the Congressional Budget Act, I
move to waive the applicable sections
of that act for consideration of this
amendment. I ask for the yeas and
nays on my motion.

The PRESIDING OFFICER. Is there a
sufficient second?

There is a sufficient second.

The question is opn agreeing to the
motion.

The clerk will call the roll.

The legislative clerk called the roll.

Mr. McCCONNELL. The following Sen-
ators were necessarily absent: the Sen-
ator from New Mexico (Mr. DOMENICI)
and the Senator from Wyoming (Mr.
THOMAS).

Mr. DURBIN. I announce that the
Senator from New Mexico (Mr. BINGA-
MAN) is necessarily absent.

The PRESIDING OFFICER. Are there
any other Senators in the Chamber de-
siring to vote?

The yeas and nays resulted—yeas 52,
nays 45, as follows:

[Rollcall Vote No. 5 Leg.]

YEAS—52
Akaka Feingold Murray
Baucus Feinstein Nelson (FL)
Bayh Harkin Nelson (NE)
Biden Hutchison Obama
Boxer Inouye Pryor
Byrd Jeffords Reed
Carper Kennody Reid
Chafee Kerry g:lc ;SZ Zf::ller
Clinton Kohl Sarbanes
Coleman Landrieu -
Collins Lautenberg Schumer
Conrad Leahy Snowe
Dayton Levin Specter
DeWine Lieberman Stabenow
Dodd Lincoln Warner
Dorgan Menendez Wyden
Durbin Mikulski

NAYS—45
Alexander DeMint Martinez
Allard Dole McCain
Allen Ensign McConnell
Bennett Enzi Murkowski
Bond Frist Roberts
Brownback Graham Santorum
Bunning Grassley Sessions
Burns Gregg Shelby
Burr Hagel Smith
Chambliss Hatch Stevens
Coburn Inhofe Sununu
Cochran Isakson Talent
Cornyn Kyl Thune
Craig Lott Vitter
Crapo Lugar Voinovich

NOT VOTING—3

Bingaman Domenici Thomas

The PRESIDING OFFICER. On this
vote, the yeas are 52, the nays are 45.
Three-fifths of the Senators duly cho-
sen and sworn not having voted in the
affirmative, the motion is rejected.
The point of order is sustained and the
amendment falls.
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Mr. GRASSLEY. I move to recon-
sider the vote.

Mr. BENNETT. I move to lay that
motion on the table.

The motion to lay on the table was
agreed to.

The PRESIDING OFFICER. The Sen-
ator from New York.

AMENDMENT NO. 2716 TO AMENDMENT NO. 2707
(Purpose: To establish a congressional com-

mission to examine the Federal, State, and
local response to the devastation wrought
by Hurricane Katrina in the Gulf Region of
the United States especially in the States
of Louisiana, Mississippi, Alabama, and
other areas impacted in the aftermath and
make immediate corrective measures to
improve such responses in the future)

Mrs. CLINTON. Mr. President, I call
up amendment No. 2716 and ask for its
immediate consideration.

The PRESIDING OFFICER. The
clerk will please report.

The legislative clerk read as follows:

The Senator from New York [Mrs. CLIN-
TON], for herself, Ms. MIKULSKI, Mr. HARKIN,
Mr. LAUTENBERG, Mr. REED, Mr. SALAZAR,
Mr. OBAMA, Mrs. BOXER, Ms. STABENOW, Mr.
SCHUMER, Mr. DURBIN, Mrs. FEINSTEIN, Mr.
FEINGOLD, Mr. CARPER, Mr. JOHNSON, Mr.
LEAHY, and Mr. JEFFORDS, Dproposes an
amendment numbered 2716.

Mrs. CLINTON. Mr. President, I ask
unanimous consent that reading of the
amendment be dispensed with.

The PRESIDING OFFICER. Without
objection, it is so ordered.

(The amendment is printed in today’s
RECORD under ‘“Text of Amendments.”’)

Mrs. CLINTON. Mr. President, this
amendment would establish a Katrina
commission modeled after the 9/11
Commission, made up of experts on a
bipartisan basis.

We are seeing the administration
withholding documents, testimony,
and information from the ongoing in-
vestigations by the House and Senate.

I commend our colleagues, Senator
CoLLINS and Senator LIEBERMAN, for
their efforts to obtain the information
that is needed. But we must establish
this commission to get at what the
truth is about what actually happened
in order to take steps that will fix the
problems so they do not happen any-
where else in our country.

A vote against this commission is a
vote for continued stonewalling, sweep-
ing problems under the rug, and ignor-
ing the problems that we know exist
today. That is a dangerous precedent
for the people of this Nation.

I urge my colleagues to vote for the
Katrina commission.

The PRESIDING OFFICER. Who
yields time in opposition? The Senator
from Maine.

Ms. COLLINS. Mr. President, the
Homeland Security Committee of the
Senate has been conducting a thor-
oughly comprehensive, bipartisan, and
thorough investigation into the prepa-
ration for and response to Hurricane
Katrina. We have held 15 hearings, the
latest of which was today. We have
interviewed 270 witnesses. We have re-
viewed 800,000—800,000—pages of docu-
ments. We have a completely bipar-
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tisan staff of investigators, attorneys,
and other experts.

We are working together. We are
making great progress. We will finish
in March. We will produce a report and
legislation. And, most important, we
will finish our work before the next
hurricane season is here.

I urge opposition to the amendment,
and I raise a point of order that the
pending amendment is not germane to
the measure now before the Senate. 1
raise a point of order under section
305(b) of the Budget Act.

The PRESIDING OFFICER. The Sen-
ator from New York.

Mrs. CLINTON. Mr. President, I
move to waive the applicable sections
of the Budget Act for purposes of the
pending amendment, and I ask for the
yeas and nays.

The PRESIDING OFFICER. Is there a
sufficient second?

There appears to be a sufficient sec-
ond.

The question is on agreeing to the
motion to waive.

The clerk will please call the roll.

The bill clerk called the roll.

Mr. MCCONNELL. The following Sen-
ators were necessarily absent: the Sen-
ator from New Mexico (Mr. DOMENICI)
and the Senator from Wyoming (Mr.
THOMAS).

Mr. DURBIN. I announce that the
Senator from New Mexico (Mr. BINGA-
MAN) is necessarily absent.

The PRESIDING OFFICER. Are there
any other Senators in the Chamber de-
siring to vote?

The yeas and nays resulted—yeas 44,
nays 53, as follows:

[Rollcall Vote No. 6 Leg.]

YEAS—44
Akaka Feinstein Mikulski
Baucus Harkin Murray
Bayh Inouye Nelson (FL)
Biden Jeffords Nelson (NE)
Boxer Johnson Obama
Byrd Kennedy Pryor
gantwell gei’lrly Reed
arper o X
Clinton Landrieu gzﬁ{ efeller
Conrad Lautenberg Salazar
Dayton Leahy
Dodd Levin Sarbanes
Dorgan Lieberman Schumer
Durbin Lincoln Stabenow
Feingold Menendez Wyden
NAYS—53
Alexander DeMint McCain
Allard DeWine McConnell
Allen Dole Murkowski
Bennett Ensign Roberts
Bond Enzi Santorum
Browpback Frist Sessions
Bunning Graham Shelby
Burns Grassley Smith
Burr Gregg Snowe
Chafee Hagel Specter
Chambliss Hatch
Coburn Hutchison Stevens
Cochran Inhofe Sununu
Coleman Isakson Talent
Collins Kyl Thune
Cornyn Lott Vitter
Craig Lugar Voinovich
Crapo Martinez Warner
NOT VOTING—3
Bingaman Domenici Thomas

The PRESIDING OFFICER. On this
vote, the yeas are 44, the nays are 53.
Three-fifths of the Senators duly cho-
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sen and sworn not having voted in the
affirmative, the motion is rejected.
The point of order is sustained and the
amendment falls.

Mr. GRASSLEY. I move to recon-
sider the vote.

Mr. CRAIG. I move to lay that mo-
tion on the table.

The motion to lay on the table was
agreed to.

The PRESIDING OFFICER. The Sen-
ator from Iowa.

AMENDMENT NO. 2732

Mr. GRASSLEY. Mr. President, I call
up amendment No. 2732.

The PRESIDING OFFICER. The
clerk will report.

The legislative clerk read as follows:

The Senator from Iowa [Mr. GRASSLEY]
proposes an amendment numbered 2732.

The amendment is as follows:

(Purpose: To support the health needs of our
veterans and military personnel)

At the appropriate place, insert the fol-
lowing:

SEC. = . FUNDING FOR VETERANS HEALTH
CARE AND DISABILITY COMPENSA-
TION AND HOSPITAL INFRASTRUC-
TURE FOR VETERANS.

(a) FUNDING FOR MEDICAL SERVICES.—

(1) AUTHORIZATION OF APPROPRIATIONS.—
There is hereby authorized to be appro-
priated for the Department of Veterans Af-
fairs for the Veterans Health Administration
for Medical Care amounts as follows:

(A) $900,000,000 for fiscal year 2006.

(B) $1,300,000,000 for fiscal year 2007.

(C) $1,500,000,000 for fiscal year 2008.

(D) $1,600,000,000 for fiscal year 2009.

(E) $1,600,000,000 for fiscal year 2010.

(2) SUPPLEMENT NOT SUPPLANT.—The
amounts authorized to be appropriated by
this subsection are in addition to any other
amounts authorized to be appropriated for
the Veterans Health Administration for Med-
ical Care under any other provisions of law.

(b) FUNDING FOR DISABILITY COMPENSATION
BENEFITS.—

(1) AUTHORIZATION OF APPROPRIATIONS.—
There is hereby authorized to be appro-
priated for the Department of Veterans Af-
fairs for the Veterans Benefits Administra-
tion for Compensation and Pensions amounts
as follows:

(A) $2,300,000,000 for fiscal year 2006.

(B) $2,700,000,000 for fiscal year 2007.

(C) $3,000,000,000 for fiscal year 2008.

(D) $3,000,000,000 for fiscal year 2009.

(E) $3,000,000,000 for fiscal year 2010.

(2) SUPPLEMENT NOT SUPPLANT.—The
amounts authorized to be appropriated by
this subsection are in addition to any other
amounts authorized to be appropriated for
the Veterans Benefits Administration for
Compensation and Pensions under any other
provisions of law.

(c) FUNDING FOR INFRASTRUCTURE IMPROVE-
MENTS FOR HOSPITALS PROVIDING HEALTH
CARE AND SERVICES TO VETERANS.—

(1) ESTABLISHMENT OF FUND.—There is
hereby established on the books of the Treas-
ury an account to be known as the ‘“Veterans
Hospital Improvement Fund” (in this sub-
section referred to as the ‘“‘Fund”).

(2) ELEMENTS.—The Fund shall consist of
the following:

(A) $1,000,000,000, which shall be deposited
in the Fund upon the enactment of this sub-
section.

(B) Any other amounts authorized for
transfer to or deposit in the Fund by law.

(3) ADMINISTRATION.—The Funds shall be
administered by the Secretary of Veterans
Affairs.
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(4) USE OF FUNDS.—

(A) IN GENERAL.—Amounts in the Fund
shall be available expenditures for improve-
ments of health facilities treating veterans,
including military medical treatment facili-
ties, medical centers and other facilities ad-
ministered by the Secretary of Veterans Af-
fairs for the provision of medical care and
services to veterans, and other State, local,
and private facilities providing medical care
and services to veterans.

(B) APPLICATION FOR FUNDS.—A non-Fed-
eral health facility seeking amounts from
the Fund shall submit to the Secretary of
Veterans Affairs an application therefor set-
ting forth such information as the Secretary
shall require.

(C) AVAILABILITY.—Amounts in the Fund
shall remain available until expended.

Mr. GRASSLEY. Mr. President, the
problem with the Dodd amendment is
that it doesn’t even do what the author
says it does. He says it is paid for by
using capital gains, but capital gains
offsets don’t even come into play until
the year 2009. The author is leading us
to believe that the military assistance
is coming now. But it is not, if it is
tied to an offset that won’t come due
until 2009. Our alternative now before
the Senate will do the same thing as
the Dodd amendment, but we don’t tie
it up with an offset that is way down
the road 3 years. That is not truth in
budgeting. I urge support for my
amendment.

The PRESIDING OFFICER. The Sen-
ator from Montana.

Mr. BAUCUS. Mr. President, I yield
the 1 minute allocated to our side to
the Senator from Connecticut.

Mr. DODD. Mr. President, with all
due respect to my good friend from
Iowa, for the Dodd amendment, the off-
sets begin next year, 2007, on the cap-
ital gains and dividends tax breaks.
The Grassley amendment I will sup-
port. I hope the Senator from Iowa will
support my amendment. The distinc-
tion between the two amendments is
whether you pay for it. I am grateful
that the Senator from Iowa has taken
my language on veterans resources
going to veterans hospitals, things
such as the Intrepid Fallen Heroes
Fund facility at Fort Sam Houston in
Texas, and others, so that we can pro-
vide for the 103,000 veterans who come
out of Iraq and Afghanistan, where
there is a shortfall today. If you take
my amendment, we actually pay for it
by asking one-fifth of 1 percent of
those people who in the year 2007 and
2008 would be beneficiaries as a result
of capital gains and dividends tax re-
ductions; 99.8 percent of all the bene-
ficiaries under the capital gains and
dividends tax reductions would not be
touched by the Dodd amendment.

This is a simple distinction here. If
you think we ought to do something on
behalf of our veterans, then we ought
to have the courage to pay for it. You
have to make choices. A modest reduc-
tion in the capital gains and dividends
tax reduction for 2 years, coming from
less than one-fifth of 1 percent of the
population making over $1 million a
year is very little to ask for.

I ask for the adoption of the Grassley
amendment. I also urge you to adopt
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our amendment. I don’t want to see
this amendment drop before it gets to
the Ohio clock, and I know that is what
is going to happen if we don’t pay for
the amendment.

Mr. GRASSLEY. Mr. President, I
raise a budget point of order on my
amendment, and I also move to waive
all provisions of the Budget Act and
budget resolution necessary for the
consideration of the pending amend-
ment to this bill and for the inclusion
of the language of the pending amend-
ment in the consideration of amend-
ments between the House and con-
ference report on the bill.

Mr. DODD. Mr. President, in a bi-
zarre situation, pursuant to section 904
the Congressional Budget Act——

Mr. GRASSLEY. I ask unanimous
consent that the motion be agreed to.

The PRESIDING OFFICER. Is there
objection?

Mr. CONRAD. Reserving the right to
object, I ask for a quorum call.

Mr. LEAHY. I suggest the absence of
a quorum.

The PRESIDING OFFICER. The Sen-
ator from Iowa has not relinquished
the floor. Does the Senator from Iowa
consent or dissent to a quorum call?

Mr. GRASSLEY. I have asked for
unanimous consent.

Mr. CONRAD. I object.

Mr. REID. I object.

The PRESIDING OFFICER. Objec-
tion is heard.

The Democratic leader is recognized.

Mr. REID. Mr. President, I suggest
the absence of a quorum.

The PRESIDING OFFICER. The
clerk will call the roll.

The legislative clerk proceeded to
call the roll.

Mr. REID. Mr. President, I ask unan-
imous consent that the order for the
quorum call be rescinded.

The PRESIDING OFFICER. Without
objection, it is so ordered.

The PRESIDING OFFICER. The Sen-
ator from Iowa.

Mr. GRASSLEY. Mr. President, I ask
unanimous consent to waive all provi-
sions of the Budget Act and budget res-
olutions necessary for the consider-
ation of the pending amendment to
this bill, and for the inclusion of the
language of the pending amendment in
the consideration of an amendment be-
tween Houses.

The PRESIDING OFFICER. Is there
objection?

Mr. CONRAD. Mr. President, reserv-
ing the right to object, and I will not
object.

The PRESIDING OFFICER. The Sen-
ator from North Dakota.

Mr. CONRAD. Mr. President, this
just makes clear that we would not be
doing something tonight the Senate
has never done before: allow direct
spending on a bill such as this without
the chance of it being considered in
conference and coming back here with-
out any points of order prevailing.

I apologize to colleagues for taking
this time, but we cannot be engaging in
a process never before done in the Sen-
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ate to spend tens of billions of dollars
without the ability to review it when it
comes back from conference. I will not
object.

The PRESIDING OFFICER. Without
objection, it is so ordered.

The question is on agreeing to
amendment No. 2732.

The amendment (No. 2732) was agreed
to.

Mr. DODD. I move to reconsider the
vote.

Mr. BAUCUS. I move to lay that mo-
tion on the table.

The motion to lay on the table was
agreed to.

The PRESIDING OFFICER. The Sen-
ator from Connecticut.

AMENDMENT NO. 2735 TO AMENDMENT NO. 2707

Mr. DODD. Mr. President, I send an
amendment to the desk and ask for its
immediate consideration.

The PRESIDING OFFICER. The
clerk will report.

The legislative clerk read as follows:

The Senator from Connecticut [Mr. DODD],
for himself, Mr. KENNEDY, Mr. KERRY, Mr.
LAUTENBERG, Mrs. BOXER, Ms. MIKULSKI, Mr.
AKAKA, and Mr. REED, proposes an amend-
ment numbered 2735.

Mr. DODD. Mr. President, I ask unan-
imous consent that the reading of the
amendment be dispensed with.

The PRESIDING OFFICER. Without
objection, it is so ordered.

The amendment is as follows:

(Purpose: To support the health needs of our
veterans and military personnel and reduce
the deficit by making tax rates fairer for
all Americans)

At the appropriate place, insert the fol-
lowing:

SEC. = . FUNDING FOR VETERANS HEALTH

CARE AND DISABILITY COMPENSA-
TION AND HOSPITAL INFRASTRUC-
TURE FOR VETERANS.

(a) FUNDING FOR MEDICAL SERVICES.—

(1) AUTHORIZATION OF APPROPRIATIONS.—
There is hereby authorized to be appro-
priated for the Department of Veterans Af-
fairs for the Veterans Health Administration
for Medical Care amounts as follows:

(A) $900,000,000 for fiscal year 2006.

(B) $1,300,000,000 for fiscal year 2007.

(C) $1,500,000,000 for fiscal year 2008.

(D) $1,600,000,000 for fiscal year 2009.

(E) $1,600,000,000 for fiscal year 2010.

(2) SUPPLEMENT NOT SUPPLANT.—The
amounts authorized to be appropriated by
this subsection are in addition to any other
amounts authorized to be appropriated for
the Veterans Health Administration for Med-
ical Care under any other provisions of law.

(b) FUNDING FOR DISABILITY COMPENSATION
BENEFITS.—

(1) AUTHORIZATION OF APPROPRIATIONS.—
There is hereby authorized to be appro-
priated for the Department of Veterans Af-
fairs for the Veterans Benefits Administra-
tion for Compensation and Pensions amounts
as follows:

(A) $2,300,000,000 for fiscal year 2006.

(B) $2,700,000,000 for fiscal year 2007.

(C) $3,000,000,000 for fiscal year 2008.

(D) $3,000,000,000 for fiscal year 2009.

(E) $3,000,000,000 for fiscal year 2010.

(2) SUPPLEMENT NOT SUPPLANT.—The
amounts authorized to be appropriated by
this subsection are in addition to any other
amounts authorized to be appropriated for
the Veterans Benefits Administration for
Compensation and Pensions under any other
provisions of law.
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(¢) FUNDING FOR INFRASTRUCTURE IMPROVE-
MENTS FOR HOSPITALS PROVIDING HEALTH
CARE AND SERVICES TO VETERANS.—

(1) ESTABLISHMENT OF FUND.—There is
hereby established on the books of the Treas-
ury an account to be known as the ‘“Veterans
Hospital Improvement Fund” (in this sub-
section referred to as the ‘“Fund”).

(2) ELEMENTS.—The Fund shall consist of
the following:

(A) $1,000,000,000, which shall be deposited
in the Fund upon the enactment of this sub-
section.

(B) Any other amounts authorized for
transfer to or deposit in the Fund by law.

(3) ADMINISTRATION.—The Funds shall be
administered by the Secretary of Veterans
Affairs.

(4) USE OF FUNDS.—

(A) IN GENERAL.—Amounts in the Fund
shall be available expenditures for improve-
ments of health facilities treating veterans,
including military medical treatment facili-
ties, medical centers and other facilities ad-
ministered by the Secretary of Veterans Af-
fairs for the provision of medical care and
services to veterans, and other State, local,
and private facilities providing medical care
and services to veterans.

(B) APPLICATION FOR FUNDS.—A non-Fed-
eral health facility seeking amounts from
the Fund shall submit to the Secretary of
Veterans Affairs an application therefor set-
ting forth such information as the Secretary
shall require.

(C) AVAILABILITY.—Amounts in the Fund
shall remain available until expended.

(d) OFFSET THROUGH MODIFICATION OF TAX
RATES ON CAPITAL GAINS AND DIVIDENDS FOR
INDIVIDUALS WITH $1,000,000 OR MORE OF TAX-
ABLE INCOME.—

(1) IN GENERAL.—Section 1(h) is amended
by adding at the end the following new para-
graph:

¢“(12) MODIFIED RATES FOR INDIVIDUALS WITH
$1,000,000 OR MORE OF TAXABLE INCOME.—If a
taxpayer has taxable income of $1,000,000 or
more for any taxable year—

‘“(A) paragraph (11) (relating to dividends
taxed as capital gain) shall not apply to any
qualified dividend income of the taxpayer for
the taxable year, and

‘“(B) paragraph (1)(C) shall be applied by
substituting ‘20 percent’ for ‘15 percent’ with
respect to the adjusted net capital gain of
the taxpayer for the taxable year, deter-
mined by only taking into account gain or
loss properly allocable to the portion of the
taxable year after December 31, 2006.”

(2) APPLICATION TO MINIMUM TAX.—Section
55(b)(3) is amended by adding at the end the
following new sentence: ‘“‘In the case of a
taxpayer with alternative minimum taxable
income of $1,000,000 or more for any taxable
year, the rules of section 1(h)(12) shall apply
for purposes of this paragraph.”’

(3) EFFECTIVE DATES.—

(A) CAPITAL GAINS.—Section 1(h)(12)(B) of
the Internal Revenue Code of 1986 (as added
by paragraph (1)) shall apply to taxable years
beginning after December 31, 2006.

(B) DIVIDEND RATES.—Section 1(h)(12)(A) of
such Code (as added by paragraph (1)) shall
apply to dividends received after December
31, 2006.

(4) APPLICATION OF JGTRRA SUNSET.—The
amendments made by this subsection shall
be subject to section 303 of the Jobs and
Growth Tax Relief Reconciliation Act of 2003
to the same extent and in the same manner
as the provision of such Act to which such
amendment relates.

Mr. DODD. Mr. President, I offer this
amendment on behalf of a number of
colleagues: Senators KENNEDY, KERRY,
LAUTENBERG, BOXER, MIKULSKI, AKAKA,
and REED.
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First, I thank the American Legion. I
ask unanimous consent that a letter
from the American Legion endorsing
the Dodd amendment be printed in the
RECORD.

There being no objection, the mate-
rial was ordered to be printed in the
RECORD, as follows:

THE AMERICAN LEGION,
Washington, DC, February 2, 2006.
Hon. CHRISTOPHER J. DODD,
Hon. EDWARD M. KENNEDY,
U.S. Senate,
Washington, DC.

DEAR GENTLEMEN: On behalf of the 2.8 mil-
lion members of The American Legion, I
would like to offer our support of the pro-
posed amendment to the Tax Relief Exten-
sion Reconciliation Act of 2005 that would
provide for the unbudgeted costs of health
care for veterans returning from Iraq and Af-
ghanistan.

The amounts offered by this amendment
would be in addition to any other amounts
provided for medical care under other statu-
tory provisions and would help to avoid fund-
ing shortfalls, such as what took place last
year, or other problems that arise due to the
discretionary funding model currently in
place for VA health care. This amendment
would also establish a ‘““Veterans Hospital
Improvement Fund’’ to provide for improve-
ments in health care facilities treating vet-
erans, including military medical treatment
facilities, VA facilities and other facilities
(state, local and private) that provide med-
ical care and services to veterans.

Again, we appreciate your efforts on behalf
of our nation’s veterans. Your amendment
acknowledges the need for adequate funding
to ensure our nation’s veterans receive the
healthcare and other benefits to which they
are entitled.

Sincerely,
STEVEN ROBERTSON,
Director, National Legislative Commission.

Mr. DODD. Mr. President, the dis-
tinction between this amendment and
what we just voted on is, of course,
paying for this. This amendment would
provide at least around $18 billion, $19
billion in needed funds to serve return-
ing veterans from theater of conflict.

We know last year that over 100,000
Iraqi veterans returned home. Yet the
administration’s fiscal year 2006 budget
for the VA was only prepared to handle
23,000 veterans. There are shortfalls in
every State across the country. There
are shortfalls in private facilities as
well as public ones. This amendment is
for us finally to say let’s do something
for these people.

Last year, we were promised it would
be accommodated in the appropriations
process. It had to be done as almost an
afterthought. I don’t like offering this
amendment on this bill. I understand
the problems associated with it. But if
we don’t finally do something, these
veterans will lose the support they de-
serve. That is why the American Le-
gion is so strongly supporting this
amendment.

I urge my colleagues to join me in
seeing to it we have the resources to
pay for this. If we don’t pay for it, this
amendment will not make it past the
Ohio Clock. It will be dropped, and,
once again, veterans will suffer. I urge
adoption of the amendment.

Mr. AKAKA. Mr. President, I rise
today with my friends, Senators KEN-
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NEDY and DoDD, to offer an amendment
to address the costs of providing health
care and improved benefits to troops
serving in Iraq and Afghanistan.

This amendment we offer today al-
lows VA to provide care for returning
troops—without displacing those vet-
erans currently using the system. Let
us never forget the budget disaster last
year. Early in the year, we knew VA
was not making ends meet. The admin-
istration, however, took months to
come to that realization. And just last
week, the President signed a declara-
tion of emergency funding for $1.2 bil-
lion for fiscal year 2006.

We cannot repeat last year’s budget
scenario. This amendment provides
more cushion for this fiscal year and
future years.

Early warnings are that this will not
be enough to cover expected shortfalls
for this fiscal year. And VA will surely
not have enough funding to open the
system up to all veterans. In 2003, this
administration closed the doors to all
middle-income veterans who had not
enrolled prior to that time. To date,
more than 250,000 veterans who have
tried to enroll for VA health care have
been rejected. In Hawaii alone, 710 vet-
erans were turned away at the door. We
have no idea how many middle-income
veterans never even try to enroll.

This amendment also sends a mes-
sage that the Senate wishes to ensure
that our veterans are appropriately
compensated. For many of our severely
injured veterans, disability compensa-
tion is their only income—the only
way for them to provide for their fami-
lies. This amendment ensures that our
wounded warriors receive the com-
pensation they have earned.

This amendment establishes a fund
for infrastructure improvements. VA’s
infrastructure has suffered greatly over
the past 5 years. Major construction
projects were held up for some time
while we waited for VA’s own construc-
tion study. And while that process still
awaits conclusion, VA has been trying
to catch up with the projects that have
been stuck in the queue for years. At
the same time, the Department has
faced consistent funding shortfalls that
have paralyzed its ability to carry out
these projects. Its no secret that when
the health care account is strained,
funds are then diverted from ‘‘non-
essential” areas—such as maintenance
and construction—to be spent on direct
health care costs.

Meanwhile, smaller scale projects are
put in jeopardy. In my home State of
Hawaii, we have a need for $6.9 million
to build a new VA mental health facil-
ity in Honolulu.

The costs of the war we are fighting
today will continue to add up long
after the final shot is fired, mainly in
the form of veterans health care and
benefits.

I urge my colleagues to join us in
this effort to see that they are provided
the care they are currently earning.

The PRESIDING OFFICER. The Sen-
ator from Iowa.
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Mr. GRASSLEY. Mr. President, first,
since we adopted the previous amend-
ment, we obviously don’t need this
amendment. But even if we consider
this amendment, I raise a budget point
of order on the amendment.

Mr. DODD. Mr. President, I move to
waive all provisions of the Budget Act
and budget resolutions necessary for
consideration of the pending amend-
ment to this bill, and for inclusion of
the language of the pending amend-
ment in the consideration of an amend-
ment between the Houses.

I ask for the yeas and nays.

The PRESIDING OFFICER. Is there a
sufficient second?

There appears to be a sufficient sec-
ond.

The question is on agreeing to the
motion. The clerk will call the roll.

Mr. MCCONNELL. The following Sen-
ators were necessarily absent: the Sen-
ator from New Mexico (Mr. DOMENICI)
and the Senator from Wyoming (Mr.
THOMAS).

Mr. DURBIN. I announce that the
Senator from New Mexico (Mr. BINGA-
MAN) is necessarily absent.

The PRESIDING OFFICER. Are there
any other Senators in the Chamber de-
siring to vote?

The yeas and nays resulted—yeas 44,
nays 53, as follows:

[Rollcall Vote No. 7 Leg.]

YEAS—44
Akaka Feingold Menendez
Baucus Feinstein Mikulski
Bayh Harkin Murray
Biden Inouye Nelson (FL)
Boxer Jeffords Obama
Byrd Johnson Pryor
Cantwell Kennedy Reed
Carper Kerry Reid
Ch'afee Kohl : Rockefeller
Clinton Landrieu Salazar
Conrad Lautenberg
Dayton Leahy Sarbanes
Dodd Levin Schumer
Dorgan Lieberman Stabenow
Durbin Lincoln Wyden

NAYS—53
Alexander DeWine McConnell
Allard Dole Murkowski
Allen Ensign Nelson (NE)
Bennett Enzi Roberts
Bond Frist Santorum
Brownback Graham Sessions
Bunning Grassley Shelby
Burns Gregg Smith
Burr Hagel Snowe
Chambliss Hatch Spect
Coburn Hutchison pecter
Cochran Inhofe Stevens
Coleman Isakson Sununu
Collins Kyl Talent
Cornyn Lott Thune
Craig Lugar Vitter
Crapo Martinez Voinovich
DeMint McCain Warner

NOT VOTING—3

Bingaman Domenici Thomas

The PRESIDING OFFICER. On this
vote, the yeas are 44, the nays are 53.
Three-fifths of the Senators duly cho-
sen and sworn not having voted in the
affirmative, the motion is rejected.
The point of order is sustained and the
amendment falls.

The Senator from Iowa.

Mr. GRASSLEY. Just not to confuse
anybody, we are Kind of going through
the same thing we did on the previous
two amendments, so be alerted.
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Mr. BAUCUS. Mr. President, the Sen-
ate is not in order.

The PRESIDING OFFICER. The Sen-
ator is correct. The Senate will please
come to order.

AMENDMENT NO. 2736

Mr. GRASSLEY. I call up amend-
ment No. 2736.

The PRESIDING OFFICER. The
clerk will report.

The legislative clerk read as follows:

The Senator from Iowa [Mr. GRASSLEY],
proposes an amendment numbered 2736.

The amendment is as follows:
(Purpose: To strengthen America’s military
and for other purposes)

TITLE IV—STRENGTHENING AMERICA’S

MILITARY
SEC. 401. SHORT TITLE.

This title may be cited as the ‘“‘Strength-

ening America’s Military Act”’.
Subtitle A—Military Funding
SEC. 402. FUNDING FOR MILITARY OPERATIONS.

There is appropriated, out of any money in
the Treasury which is not otherwise appro-
priated, for the fiscal years 2006 through 2010,
the following amounts, to be used for reset-
ting and recapitalizing equipment being used
in theaters of operations:

(1) $16,900,000,000 for operations and main-
tenance of the Army.

(2) $1,800,000,000 for aircraft for the Army.

(3) $6,300,000,000 for other Army procure-
ment.

(4) $10,000,000,000 for wheeled and tracked
combat vehicles for the Army.

(5) $467,000,000 for the Army working cap-
ital fund.

(6) $6,000,000 for missiles for the Depart-
ment of Defense.

(7) $100,000,000 for defense wide procure-
ment for the Department of Defense.

(8) $4,500,000,000 for Marine Corps procure-
ment.

(9) $4,500,000,000 for operations and mainte-
nance of the Marine Corps.

(10) $2,700,000,000 for Navy aircraft procure-
ment.

Mr. GRASSLEY. The same argu-
ments that I made on the previous
amendments apply here as well. My
amendment will do the same as the
Reed amendment but doesn’t raise
taxes to pay for it, so it will provide
more equipment for our troops without
increasing taxes. I urge support of my
amendment.

The PRESIDING OFFICER. The Sen-
ator from Montana.

Mr. BAUCUS. I yield 1 minute to the
Senator from Rhode Island.

Mr. REED. Mr. President, the amend-
ment proposed by the Senator from
Iowa is my amendment. It would meet
the supreme need of the military to
reset, recapitalize, and rehabilitate $43
billion or more of equipment. The one
big difference is that my amendment
will pay for it. It will take the respon-
sible step of actually paying to help
our military. What I will use is divi-
dend offsets. I will offer that later. But
we have the responsibility to be re-
sponsible, not only give the troops
what they need but pay for it so we do
not increase the deficit. I hope we re-
spond by supporting my amendment
which takes care of the troops but does
so in a responsible way by providing
the resources to pay for this necessary
equipment.
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The PRESIDING OFFICER. The Sen-
ator from Iowa.

Mr. GRASSLEY. Mr. President,
again I raise a budget point of order. I
ask unanimous consent it be exactly
the same as the previous one on the
last two bills. I ask unanimous consent
to waive all provisions of the Budget
Act and budget resolutions necessary
for the consideration of the pending
amendment to this bill and for the in-
clusion of the language of the pending
amendment in the consideration of one
amendment between the Houses—an
amendment.

The PRESIDING OFFICER. Is there
objection? Without objection, it is so
ordered.

The question is on agreeing to the
amendment.

The amendment (No. 2736) was agreed
to.

AMENDMENT NO. 2737
(Purpose: To strengthen America’s military,
to repeal the extension of tax rates for cap-
ital gains and dividends, to reduce the def-
icit, and for other purposes)

The PRESIDING OFFICER. The Sen-
ator from Rhode Island and the Provi-
dence Plantation.

Mr. REED. Mr. President, I send an
amendment to the desk.

The PRESIDING OFFICER. The
clerk will report.

The legislative clerk read as follows:

The Senator from Rhode Island [Mr. REED],
for himself, Ms. STABENOW, Mr. LAUTENBERG,
Mrs. CLINTON, and Mr. KERRY, proposes an
amendment numbered 2737.

(The amendment is printed in today’s
RECORD under ‘“‘“Text of amendments.”’)

The PRESIDING OFFICER. The Sen-
ator from Rhode Island.

Mr. REED. Mr. President, our Army
and Marines face a critical problem: $47
billion worth of equipment which they
have used in Iraq and Afghanistan
needs to be repaired and reconditioned.
They call it reset recapitalization. We
have to do this. This equipment is not
new equipment, it is mnot trans-
formational, it is the equipment they
need. I commanded a paratrooper com-
pany in the 82nd Airborne Division. I
can tell you the worst thing for morale
is to have soldiers with poor and inad-
equate equipment. We owe it to them.

My amendment would be the respon-
sible way to do it, pay for it, by taking
capital gains cuts that are proposed,
dividend cuts and others that are pro-
posed, and other loopholes. It is essen-
tially very simple. Are we going to give
a dividend to the wealthiest citizens or
are we going to give a dividend to our
troops, our soldiers, and marines? And
that dividend is equipment that will
work, not only today but in the future.

This is particularly important for the
National Guard. Every one of your Na-
tional Guard units has equipment they
have left overseas or has been run into
the ground. If we do not act respon-
sibly—not just act but act responsibly,
then we will not be able to assure our
soldiers and marines that the equip-
ment they have is the best equipment,
that it works, and it will be recondi-
tioned and refit and work in the future.



S496

I urge passage of this amendment.

The PRESIDING OFFICER. The Sen-
ator from Iowa.

Mr. GRASSLEY. Again, I raise a
budget point of order on this amend-
ment.

The PRESIDING OFFICER. The Sen-
ator from Rhode Island.

Mr. REED. I move to waive all provi-
sions of the Budget Act and budget res-
olutions necessary for the consider-
ation of the pending amendment to
this bill and for the inclusion of the
language of the pending amendment in
the consideration of an amendment be-
tween the Houses.

The PRESIDING OFFICER. The Sen-
ator from New Hampshire.

Mr. GREGG. Mr. President, I ask
unanimous consent to speak to this
issue for 2 minutes.

The PRESIDING OFFICER. Is there
objection?

Mr. REED. Reserving my right to ob-
ject, if the Senator has 2 minutes, can
I have an additional 2 minutes?

Mr. GREGG. I just want to explain
the parliamentary situation for the
record.

Mr. President, these last two amend-
ments are totally outside the tradi-
tional process of reconciliation. But
the practical effects of the motion to
waive, which the Senator from Iowa
has made on his amendments, is that
neither amendment can survive con-
ference. I think it is important to un-
derstand that reconciliation cannot in-
clude spending under this bill, and that
we would be doing fundamental damage
to the process were either of these
amendments to survive conference.
And, therefore, I support the motion on
this point of order and hope we proceed
the same way we have with the other
points of order.

Mr. REED. I ask unanimous consent
for 1 minute.

The PRESIDING OFFICER. Is there
objection? Without objection, it is so
ordered. The Senator from Rhode Is-
land and the Providence Plantation is
accorded the floor.

Mr. REED. I have great respect for
the procedures and rules of the Senate,
but we have come too many times to
issues—I can recall back when we were
talking about armored humvees when
the objection was made this is not the
right legislative vehicle to do this. I
think we have an obligation to our sol-
diers and marines to help them now
and pay for it now. This might be the
only occasion we can do both.

I urge passage.

The PRESIDING OFFICER. Is there
objection to the request to waive the
Budget Act?

Mr. REED. I ask for the yeas and
nays.

The PRESIDING OFFICER. Is there a
sufficient second? There is a sufficient
second.

The question is on agreeing to the
motion. The clerk will call the roll.

The legislative clerk called the roll.

Mr. McCONNELL. The following Sen-
ators were necessarily absent: the Sen-
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ator from New Mexico (Mr. DOMENICI)
and the Senator from Wyoming (Mr.
THOMAS).

Mr. DURBIN. I announce that the
Senator from New Mexico (Mr. BINGA-
MAN) is necessarily absent.

The PRESIDING OFFICER. Are there
any other Senators in the Chamber de-
siring to vote?

The yeas and nays resulted—yeas 44,
nays 53, as follows:

[Rollcall Vote No. 8 Leg.]

YEAS—44

Akaka Feingold Menendez
Baucus Feinstein Mikulski
Bayh Harkin Murray
Biden Inouye Nelson (FL)
Boxer Jeffords Obama
Byrd Johnson Pryor
Cantwell Kennedy Reed
Carper Kerry Reid
Ch@fee Konl . Rockefeller
Clinton Landrieu

Salazar
Conrad Lautenberg
Dayton Leahy Sarbanes
Dodd Levin Schumer
Dorgan Lieberman Stabenow
Durbin Lincoln Wyden

NAYS—53
Alexander DeWine McConnell
Allard Dole Murkowski
Allen Ensign Nelson (NE)
Bennett Enzi Roberts
Bond Frist Santorum
Brownback Graham Sessions
Bunning Grassley Shelby
Burns Gregg Smith
Burr Hagel Snowe
Chambliss Hatch Spect
Coburn Hutchison pecter
Cochran Inhofe Stevens
Coleman Isakson Sununu
Collins Kyl Talent
Cornyn Lott Thune
Craig Lugar Vitter
Crapo Martinez Voinovich
DeMint McCain Warner
NOT VOTING—3
Bingaman Domenici Thomas
The PRESIDING OFFICER (Mr.

THUNE). On this vote, the yeas are 44,
the nays are 53. Three-fifths of the Sen-
ators duly chosen and sworn not having
voted in the affirmative, the motion is
rejected. The point of order is sus-
tained and the amendment falls.

Mr. GRASSLEY. Mr. President, I
hope we just have one more rollcall
vote—on final passage. It is my under-
standing that the Menendez amend-
ment has been changed to a sense of
the Senate, so that means the amend-
ment I was going to offer on AMT will
not be offered. Consequently, I am hop-
ing we can get this amendment agreed
to on a voice vote.

Mr. REID. Mr. President, Senator
MENENDEZ told Members he wants a
rollcall vote.

AMENDMENT NO. 2705

Mr. MENENDEZ. Mr. President, I
call up amendment numbered 2705.

The PRESIDING OFFICER.
clerk will report.

The legislative clerk read as follows:

The Senator from New Jersey [Mr. MENEN-
DEZ], for himself, Mr. SCHUMER, Mr. KERRY,
Mrs. FEINSTEIN, Mrs. CLINTON, Mr. LAUTEN-

BERG, and Ms. STABENOW, proposes an amend-
ment numbered 2705.

The

The amendment is as follows:
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(Purpose: To express the sense of the Senate
that protecting middle-class families from
the alternative minimum tax should be a
higher priority for Congress in 2006 than
extending a tax cut that does not expire
until the end of 2008)

At the appropriate place, insert the fol-
lowing:

SEC.

. SENSE OF THE SENATE REGARDING
PROTECTING MIDDLE-CLASS FAMI-
LIES FROM THE ALTERNATIVE MIN-
IMUM TAX.

(a) FINDINGS.—The Senate finds that—

(1) the alternative minimum tax was origi-
nally enacted in 1969 as a supplemental tax
on wealthy tax evaders, but has evolved into
a tax on millions of middle-class working
families, particularly families in which both
parents work, and families with 2 or more
children;

(2) by the end of the decade, the alter-
native minimum tax will ensnare more than
30,000,000 taxpayers, the majority of which
will have adjusted gross incomes below
$100,000, and the National Taxpayer Advocate
has thus identified it as the most serious
problem facing individual taxpayers;

(3) the alternative minimum tax is often
portrayed as a tax that is most problematic
for residents of States such as New York,
California, Massachusetts, and New Jersey,
but the truth is that many other States have
a significant percentage of taxpayers af-
fected by the alternative minimum tax, in-
cluding Oregon, Maryland, Virginia, Min-
nesota, Ohio, Maine, Georgia, North Caro-
lina, and Pennsylvania, so the problem is of
national importance;

(4) a family with 2 children will become
subject to the alternative minimum tax at
about $67,500 of income in 2006, and a family
with 5 children will start owing the alter-
native minimum tax at about $54,000 of in-
come, if Congress fails to act;

(5) the year 2006 is the ‘‘tipping point’’ for
the alternative minimum tax, as the number
of taxpayers affected nationally will explode
from 3,600,000 to 19,000,000 if Congress fails to
act;

(6) in 2004, only 6.2 percent of families earn-
ing $100,000 to $200,000 a year were subject to
the alternative minimum tax, and that num-
ber will explode to nearly 50 percent if Con-
gress fails to act;

(7) if alternative minimum tax relief is ex-
tended through 2006, about two-thirds of the
benefits will be realized by families earning
under $200,000, with more than half of the
total benefits going to families with incomes
between $100,000 and $200,000;

(8) starting in 2008, the average married
couple with 2 children earning $75,000 or
more will find that more than half of the tax
cuts they have been expecting from the var-
ious laws passed since 2001 will be ‘‘taken
back’ via the alternative minimum tax; and

(9) the temporary relief from the alter-
native minimum tax (provided in 2001 and ex-
tended twice in 2003 and 2004) expired at the
end of 2005, but the tax reductions on divi-
dends and capital gains do not expire until
the end of 2008, making immediate action on
those provisions a less urgent matter.

(b) SENSE OF THE SENATE.—It is the sense
of the Senate that protecting middle-class
families from the alternative minimum tax
should be a higher priority for Congress in
2006 than extending a tax cut that does not
expire until the end of 2008.

The PRESIDING OFFICER. The Sen-
ator from New Jersey.

Mr. MENENDEZ. Mr. President, this
amendment, which is a sense of the
Senate, which I am offering with Sen-
ators SCHUMER, KERRY, FEINSTEIN,
CLINTON, LAUTENBERG, and STABENOW,
is simply a sense of the Senate to try
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to ensure that 17 million middle-class
families do not see a tax increase next
year through the alternative minimum
tax. This tax was never intended to
raise the taxes of average Americans
but, in fact, it has—millions of Ameri-
cans.

Some think this is more problematic
for residents of States such as New
York, California, or my home State of
New Jersey. But the truth is a whole
host of other States have a significant
percentage of tax failures affected by
the alternative minimum tax, includ-
ing Oregon, Maryland, Virginia, Min-
nesota, Ohio, Maine, Georgia, North
Carolina, and Pennsylvania. It is a
problem of national importance. This
is a question of whether the Senate
values work and the work of honest
and hard-working families who are
going to be subjected to a tax not be-
cause they made more income but sim-
ply because of the way the tax is struc-
tured.

Ultimately, I urge my colleagues to
support the sense of the Senate.

I ask for the yeas and nays.

The PRESIDING OFFICER. Is there a
sufficient second?

There is a sufficient second.

The yeas and nays were ordered.

The PRESIDING OFFICER. The Sen-
ator from Iowa.

Mr. GRASSLEY. I dispute the pre-
sumption we have to choose between
AMT hold harmless and not extending
capital gains and dividends. We can do
both. The presumption in this bill is
that we can and we are going to be able
to do that in the conference com-
mittee.

Since the amendment reflects the po-
sition of what we in the Senate pre-
viously had anticipated doing anyway,
Members ought to vote for the amend-
ment. I will vote for it.

Yesterday afternoon, I took time to
respond to Senator HARKIN’s statement
that we have an AMT problem to a sig-
nificant degree because of what the Fi-
nance Committee did in the 2001 tax
bill. Importantly, he fails to recognize
that we have addressed the problem for
2001 to 2005. And, now, we are trying to
do the same thing for 2006—to make
sure that the AMT problem is not
worsened.

To the extent that Senator HARKIN
suggests, like others who have looked
at this issue, that the Bush tax cuts
are responsible for the AMT problem, I
respond in this way. Most who have
reached that conclusion have done so
by misusing data provided by the Joint
Committee on Taxation, JCT, to dis-
tort the record on this issue. Addi-
tional analysis will demonstrate that
conclusion to be erroneous. To the con-
trary, the analysis suggests an alter-
native explanation for the AMT prob-
lem—Congress’s failure to index the
AMT for inflation over the past 35
years.

Senator HARKIN suggests that the
Bush tax cuts are responsible for the
AMT problem. The conclusion is
reached in error because it is based on
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faulty logic. Those who have done simi-
lar analyses have based their conclu-
sions on the mistaken assumption that
a reduction in Federal receipts should
be interpreted as percentage causation
of the AMT problem. JCT was asked to
project Federal AMT revenue if the
Bush tax cuts were extended, but the
current-law hold-harmless provision
was not extended—$1.139 trillion—and
Federal AMT revenue if neither the
Bush tax cuts nor the hold-harmless
provision 1is extended—$400 billion.
From that data, some erroneously con-
cluded and publicly represented that
the Bush tax cuts are responsible for 65
percent of the AMT problem—$1.139
trillion minus $400 billion divided by
$1.139 trillion—and conversely, that the
Bush tax cuts tripled the size of the
AMT problem—$1.139 trillion divided
by $400 billion.

The logic used to reach that conclu-
sion is flawed. That is because the
many variables affecting the AMT have
overlapping results, and the order in
which one analyzes those overlapping
variables will directly impact the out-
come of the analysis.

In that way, we can use the same
JCT data in the analysis above to sug-
gest that failure to index is actually
the dominant cause of the AMT prob-
lem. If one were to first index the cur-
rent tax system for inflation by perma-
nently extending an indexed version of
the current hold-harmless provision,
Federal AMT revenue would be reduced
from $1.139 trillion to $472 billion over
the 10-year period. Thus, extending and
indexing the current hold-harmless
provision for future inflation would re-
duce AMT revenues by 59 percent over
the same period, referred to in a JCT
letter dated October 3, 2005, as ‘‘per-
centage of AMT effect attributable to
failure to extend and index hold-harm-
less provision’. A copy of the entire
letter is attached. If we then assume
that the Bush tax cuts are repealed,
AMT revenue falls by an additional
$302.3 billion, from $472 billion to $169.7
billion. That second drop, attributable
to the repeal of the Bush tax cuts, re-
duces Federal revenues by only 27 per-
cent. Thus, one could argue that fail-
ure to index is the greater cause of the
AMT problem—59 percent vs. 27 per-
cent. Using logic similar to that under-
taken above would also cause us to
conclude that failure to index is re-
sponsible for 59 percent of the AMT
problem—$1.139 trillion minus $472 bil-
lion divided by $1.139 trillion—or alter-
natively, that failure to index also
nearly tripled the size of the AMT
problem, $1.139 trillion divided by $472
billion.

But simple logic suggests that the
Bush tax cuts cannot be responsible for
65 percent of the AMT problem and
failure to index responsible for 59 per-
cent of the problem. The anomaly
arises because there is overlap between
the variables being analyzed. Although
the analysis fairly demonstrates the
amount of AMT revenue saved by mak-
ing a particular change to the Federal
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tax system, it is inappropriate to rep-
resent that such analysis accurately
isolates causation of the AMT. Because
there is overlap in the variables being
analyzed—in these examples, indexing
and the Bush tax cuts—the order of
analysis of those variables is crucial to
the outcome. JCT acknowledges this
point to us in a letter dated October 3,
stating: ‘‘There 1is, however, inter-
action between these two contributing
factors to the AMT effect. In order to
avoid double counting of interactions,
a stacking order is imposed. The appor-
tionment of effects to each contrib-
uting factor will vary depending on the
stacking order, even though the total
effect remains constant.”

To this point in time, I have not seen
anything that accurately suggests that
the 2001 tax cuts have worsened the
AMT problem to date. It is my inten-
tion to ensure that we continue to
honor that commitment and that is an
important part of this tax reconcili-
ation legislation.

I ask unanimous consent that a
memorandum be printed in the
RECORD.

There being no objection, the mate-
rial was ordered to be printed in the
RECORD, as follows:

To: Mark Prater and Christy Mistr
From: George Yin
Subject: AMT Effects

This memorandum responds to your re-
quest of September 29, 2005, for an analysis of
the portion of the AMT effect (AMT liability
plus credits lost due to the AMT) which can
be attributed to the failure to adjust the
AMT exemption amount to inflation, assum-
ing alternatively that the EGTRRA and
JGTRRA tax cuts (‘‘tax cuts’) are either
permanently extended or repealed. We also
explain how this information compares to in-
formation previously provided to you on Au-
gust 31, 2005 and September 16, 2005.

For the purpose of this analysis, we have
first assumed that the tax cuts are repealed.
The first set of figures in Table 1 compares
the AMT effect under this assumption if, al-
ternatively, (1) the AMT exemption amount
hold-harmless provision is not extended be-
yond 2005; (2) such provision is extended per-
manently; and (3) such provision is extended
permanently and indexed after 2005, The sec-
ond set of figures presents the same compari-
son under the assumption that the tax cuts
are permanently extended. All of the infor-
mation provided in this table was previously
provided to you in our September 16, 2005
memo, except in a different format.

To: Mark Prater and Christy Mistr
Subject: AMT Effects

TABLE 1.

AMT effect
ltem (billions
of dollars)

Tax Cuts Repealed:
(1) Hold-harmless provision not
(2) Hold-harmless provision extended permanently .......
(3) Percentage of AMT effect attributable to failure to
extend hold-harmless provision (((1)-(2)/(1)) .........
(4) Hold-harmless provision extended permanently and
indexed
(5) Percentage of AMT effect attributable to failure to
extend and index hold-harmless provision (((1)—(4))/

tended 399.9
212.0

47%
169.7

58%

Tax Cuts Extended Permanently:
(6) Hold-harmless provision no
(7) Hold-harmless provision extended permanently .......
(8) Percentage of AMT effect attributable to failure to
extend hold-harmless provision (((6)~(7))/(6)) .........
(9) Hold-harmless provision extended permanently and
indexed

t extended 1,139.1
628.5

45%
472.0
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TABLE 1.—Continued

AMT effect
Item (billions
of dollars)

(10) Percentage of AMT effect attributable to failure to
extend and index hold-harmless provision (((6)—(9))/
(6)) 59%

To: Mark Prater and Christy Mistr
Subject: AMT Effects

In the information provided to you on Au-
gust 31, 2005 and September 16, 2005, we ana-
lyzed the portion of the AMT effect attrib-
utable to the tax cuts. In the analysis de-
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scribed above, we identify the portion of the
AMT effect attributable to failure to adjust
the AMT exemption amount to inflation.
There is, however, interaction between these
two contributing factors to the AMT effect.
In order to avoid double counting of inter-
actions, a stacking order is imposed. The ap-
portionment of effects to each contributing
factor will vary depending on the stacking
order, even though the total effect remains
constant.

This phenomenon is illustrated by Tables 2
and 3 below. The first two columns of Table
2 show the portion of the AMT effect attrib-
utable to the tax cuts, consistent with the
information provided on August 31, 2005 and
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September 16, 2005. The second two columns
of Table 2 show the portion of the AMT ef-
fect attributable to the failure to extend and
index the hold-harmless provision, con-
sistent with the information provided in
Table 1 above. Note that if these two con-
tributing factors were completely inde-
pendent of one another, the information in
Table 2 would suggest that the two factors
together contribute to more than 100 percent
of the AMT effect. In fact, as shown in Table
3, the two factors together contribute to
only 85 percent of the AMT effect. Thus,
there is substantial overlap between these
two factors.

TABLE 2.

AMT Effect AMT Effect

Item (billions Item (billions

of dollars) of dollars)
Baseline 1,139.1  Baseline 1,139.1
Repeal tax cuts 399.9 Extend and index AMT hold-harmless 472.0
Difference 739.2  Difference 667.1
Percentage of baseline 65%  Percentage of baseline 59%
To: Mark Prater and Christy Mistr NAYS—24 We will be in session tomorrow, but
Subject: AMT Effects Alexander Crapo Isakson there will be no votes tomorrow. The
TABLE 3 Allen back DEIIVHHE Kylc ) next piece of legislation we will be con-
: gfl‘;‘;’n ac IE)zs?gn g{gb:rlg sidering is the asbestos legislation, and
AMT Effect  Chambliss Enzi Sessions it will be necessary to file cloture on

Item (billions Coburn Frist Sununu the motion to proceed to that bill.
of dollars)  Cornyn Gregg Thune The PRESIDING OFFICER. The
Baseline L1391 Craie Inhofe Vister Democratic leader.

Repeal tax cuts and extend and index AMT hold-harmless NOT VOTING—S3 Mr. REID. Mr. President, what we

provision 169.7 y s ) A .
Difference 9694 Bingaman Domenici Thomas would be willing to do, if we are not in

Percentage of baseline 85%

The PRESIDING OFFICER. The
question is on agreeing to the amend-
ment.

The yeas and nays have been ordered.

The clerk will call the roll.

The assistant bill clerk called the
roll.

Mr. MCCONNELL. The following Sen-
ators were necessarily absent: the Sen-
ator from New Mexico (Mr. DOMENICI)
and the Senator from Wyoming (Mr.
THOMAS).

Mr. DURBIN. I announce that the
Senator from New Mexico (Mr. BINGA-
MAN) is necessarily absent.

The PRESIDING OFFICER. Are there
any other Senators in the Chamber de-
siring to vote?

The result was announced—yeas 73,
nays 24, as follows:

[Rollcall Vote No. 9 Leg.]

YEAS—T3
Akaka Feinstein Murkowski
Allard Graham Murray
Baucus Grassley Nelson (FL)
Bayh Hagel Nelson (NE)
Bennett Harkin Obama
Biden Hatch Pryor
Bond Hutchison Reed
Boxer Inouye :
Bunning Jeffords gglcdl'sefeller
Burns Johnson Salazar
Byrd Kennedy
Cantwell Kerry Santorum
Carper Kohl Sarbanes
Chafee Landrieu Schumer
Clinton Lautenberg Shelby
Cochran Leahy Smith
Coleman Levin Snowe
Collins Lieberman Specter
Conrad Lincoln Stabenow
Dayton Lott Stevens
DeWine Lugar Talent
Dodd Martinez Voinovich
Dorgan McConnell Warner
Durbin Menendez Wyden
Feingold Mikulski

The amendment (No. 2705) was agreed
to.

Mr. FRIST. I move to reconsider the
vote.

Mr. CRAIG. I move to lay that mo-
tion on the table.

The motion to lay on the table was
agreed to.

The PRESIDING OFFICER. The ma-
jority leader.

UNANIMOUS CONSENT AGREEMENT—H.R. 4659

Mr. FRIST. Mr. President, I will have
a few announcements to make, but,
first, I ask unanimous consent that fol-
lowing the vote on passage of H.R. 4297,
the Senate proceed to the immediate
consideration of H.R. 4659, the PA-
TRIOT Act extension. I further ask
consent that there then be 10 minutes
of debate, equally divided, and that fol-
lowing the use or yielding back of
time, the bill be read a third time and
the Senate proceed to a vote on pas-
sage, with no intervening action or de-
bate.

The PRESIDING OFFICER. Is there
objection?

Mr. LEAHY. Mr. President, reserving
the right to object, and I apologize,
were you referring to 10 minutes for de-
bate on the PATRIOT Act?

Mr. FRIST. That is correct.

Mr. LEAHY. I will not object.

The PRESIDING OFFICER. Is there
objection?

Without objection, it is so ordered.

Mr. FRIST. Mr. President, for the in-
formation of colleagues, we do have
two remaining votes this evening. The
next vote will be on passage of the Tax
Relief Act. And following that vote, we
will have 10 minutes of debate and a
vote on passage of the PATRIOT Act
extension. That will be the last vote.
So, Mr. President, two more votes.

session tomorrow, we would be willing
to allow the——

Mr. FRIST. If there are no votes to-
morrow.

Mr. REID. Either no votes or not in
session.

Mr. FRIST. All right.

Mr. REID. We would be willing to
agree procedurally on a motion to pro-
ceed to the asbestos bill. You could file
whatever papers necessary tonight to
do that so we could have a Tuesday clo-
ture vote.

Mr. FRIST. All right. Mr. President,
we will work out on filing the motion
to proceed here, and I will have an an-
nouncement. We will have no votes to-
morrow. By the end of tonight, we will
have Tuesday worked out. We will be
debating the asbestos bill on Monday.
The next vote will be on that cloture
motion, and we will talk about when
that would occur Tuesday. In all likeli-
hood, if we have a vote Tuesday, it
would be around 6 o’clock at night.
There are a number of Members who
will want to attend the funeral of
Coretta Scott King, and, as I under-
stand it, that will be at noon on Tues-
day. Therefore, the next vote that we
will have will be at approximately 6
o’clock on Tuesday night.

CONFLICT OF INTEREST

Mr. SPECTER. Mr. President, I
would like to call the chairman’s at-
tention to a serious situation facing a
Federal district judge in my State of
Pennsylvania, who recently contacted
me on this matter. He has an imme-
diate problem that could be solved with
an amendment to this bill. This judge
was assigned as the transferee judge re-
sponsible for handling all pretrial mat-
ters in very large multidistrict litiga-
tion involving antitrust claims in the
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corrugated paper industry from all
around the United States. He has been
working on the case since 1999.

Late in this last year, a company in
which the judge inherited stock over 30
years ago merged into another com-
pany which happens to be one of the
plaintiffs in the case. Because of the
judge’s stock holdings in this company,
the judge may now have to recuse him-
self from the case. Most of the parties
would like the judge to remain on the
case because of his years of experience
and expertise on this case. In order to
remain as the transferee judge, this
judge would have to sell his holdings,
which would give him a capital gain
this year well into six figures.

Last March and again this past No-
vember, Ralph Mecham, as Secretary
of the Judicial Conference of the
United States, transmitted on behalf of
the Conference a legislative proposal to
you and to Senator BAUCUS that would
resolve this judge’s problem and simi-
lar problems for countless other Fed-
eral judges throughout the United
States. It would permit a judge who
must sell financial holdings in order to
avoid a conflict of interest to reinvest
that money in another holding and
defer paying the capital gains tax until
the substitute financial interest is liq-
uidated. The taxes are not forgiven,
but deferred and payable at the later
date, as I just said.

This same solution to conflicts of in-
terest is already available to executive
branch officials. The proposal by the
Judicial conference would simply ex-
tend it to Federal judges, as well,
bringing parity to these two branches
of the Federal Government.

I understand that it is too late at
this time to offer the Judicial Con-
ference proposal as an amendment.
However, I would like to know if the
chairman would consider taking this
matter up during the conference with
the House on this bill.

Mr. GRASSLEY. Mr. President, I ap-
preciate the Senator bringing this mat-
ter to my attention and regret that it
is too late to amend the bill today on
the floor. I will agree with the Senator,
however, to review this proposal fur-
ther with the intent of taking it up in
conference.

Mr. KENNEDY. Mr. President, budg-
et reconciliation is a process adopted
by Congress nearly three decades ago
to facilitate the passage of legislation
to reduce the deficit and to help bring
the Federal budget into balance. But in
recent years, under the Republican ma-
jority, that process has been repeatedly
abused to enact more and more tax
cuts for the wealthy that make the
budget deficit even larger.

Now, they are trying to do it again,
in spite of the urgent problems facing
the Nation, from the ongoing war in
Iraq to the devastating hurricane dam-
age along the gulf coast. The Repub-
licans have brought before the Senate
two reconciliation bills, one now
passed, that would produce a net in-
crease in the budget deficit by billions
of dollars over the next 5 years.
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It sounds like deficit reduction, until
you look at the tax reconciliation bill,
which will cut taxes by far more than
the savings in spending—$70 billion.
The net result will be a substantial in-
crease in the budget deficit—exactly
the opposite of what the reconciliation
process is supposed to accomplish. Bil-
lions of dollars will go from programs
that assist low income families and
senior citizens into the pockets of the
already wealthy. It takes from the
least and gives to the most. It is a
breathtaking Republican scam on the
Nation that can only further discredit
this Congress in the eyes of the people.

From day one, the Republican plan
has been to use this reconciliation
process to push through a cut in the
tax rate on capital gains and dividend
income. These are tax cuts that over-
whelmingly benefit the richest Ameri-
cans. Over half the tax benefits will go
to millionaires. These tax breaks were
in the original mark proposed by
Chairman GRASSLEY, and they are in
the bill already passed by the Repub-
lican majority in the House of Rep-
resentatives. While they are not in the
current Senate bill, we all know these
capital gains and dividend tax cuts will
reappear in the conference report.
Leading Republicans have made that
clear. The GOP is intent on delivering
those tax breaks to their wealthy sup-
porters. They will be included in the
final bill.

What is the real cost of these capital
gains and dividend tax cuts? The Re-
publicans claim the cost of these provi-
sions is $20 billion, the real cost of ex-
tending the lower rates for another 2
years is $50 billion. This tax break is
particularly unfair, because over 75
percent of the tax benefits will go to
taxpayers with incomes over $200,000 a
yvear. Over half the benefits—53 per-
cent—will go to taxpayers with in-
comes over $1 million a year. The aver-
age millionaire will save over $35,000 a
yvear from these tax breaks for capital
gains and dividends.

As a result of this shameful Repub-
lican let-them-eat-cake proposal, mil-
lions of working families would pay a
substantially higher tax rate on their
wages than wealthy taxpayers pay on
their investment income. What could
be more unfair? Republicans are penal-
izing hard work, not rewarding it. They
are giving a preference to unearned in-
come over earned income.

The Republicans cynically claim that
capital gains and dividend income de-
serve special treatment because they
will stimulate investment. The facts do
not substantiate that claim. The stock
market grew much more rapidly in the
early and mid-1990s when investors’ in-
come was taxed at the same rate as
employers’ wages than since the rates
on capital gains and dividend income
were cut. The overall health of the
economy has much more to do with fi-
nancial stability than special tax
breaks for the rich. More tax cuts that
America cannot afford will hurt the
economy, not help it.
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There are some provisions in the Sen-
ate bill that we do need to address. The
alternative minimum tax was never in-
tended to apply to middle-class fami-
lies, and they deserve tax relief. In a
truly outrageous move, the House Re-
publicans took AMT relief for the mid-
dle class out of their reconciliation bill
so they could fit in more tax breaks for
the rich. The research and development
tax credit is important to our inter-
national competitiveness and should be
retained. However, those worthwhile
tax cuts should be paid for by rolling
back some of the extravagant tax
breaks that this Republican Congress
has already given to the Nation’s
wealthiest taxpayers. We simply can-
not afford more tax cuts at a time
when we are facing record deficits.

The financial mismanagement of the
Bush administration has weakened our
economy and placed our children’s fi-
nancial well-being in peril. The na-
tional debt has risen to an all time
high of $8 trillion. Under President
Bush, our country has borrowed more
from foreign governments and foreign
financial institutions than in the prior
200 years combined. We are losing con-
trol of our Nation’s future, and all the
Republicans offer is more of the same.
More and more tax breaks further en-
riching the already wealthy, while
working families are left to struggle on
their own in an increasingly harsh
economy.

If we are honest about reducing the
deficit and strengthening the economy,
we need to stop lavishing tax breaks on
the rich and start investing in the
health and well-being of all families.
These families are being squeezed un-
mercifully between stagnant wages and
ever-increasing costs for the basic ne-
cessities of life. The cost of health in-
surance is up 59 percent in the last 5
years. Gasoline is up 74 percent. Col-
lege tuition is up 45 percent. Housing is
up 44 percent. The list goes on and on,
up and up—and paychecks are buying
less each year. The dollars that go to
pay for more tax breaks for the rich
are dollars that could be used to help
these families. Instead, this Republican
budget plan turns a blind eye to their
problems.

The economic trends are very dis-
turbing for any who are willing to look
at them objectively. The gap between
rich and poor has been widening in re-
cent years. Thirty-seven million Amer-
icans now live in poverty, up 19 percent
during the Bush administration. One in
five American children lives in pov-
erty. Fourteen million children go to
bed hungry each night. Wages remain
stagnant while inflation drags more
and more families below the poverty
line. Two-point-eight million manufac-
turing jobs have been lost. Long-term
unemployment is at historic highs.

In his second inaugural address,
President Lincoln reminded us of the
solemn obligation that we have to
those who fight our Nation’s wars. He
said ‘‘let us strive on to finish the work
we are in, to bind up the Nation’s
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wounds, to care for him who shall have
borne the battle [and for his widow and
his orphan.]”

Over 550,000 brave men and women
have served in Iraq and Afghanistan. A
majority of them have served multiple
tours fighting under dangerous condi-
tions, and battling an unseen foe. We
owe it to them to care for their injuries
incurred in service of our Nation.

As of today, over 16,000 of our troops
have been injured in battle. Of those,
over 7,500 were so seriously injured
that they could not return to duty. We
have seen the ravages of war in the
wards of Walter Reed and Bethesda.
While body armor saves lives, many
soldiers and Marines have lost their
limbs.

Others will survive with major inju-
ries to their spine or brain damage.
This summer, the Surgeon General of
the Army reported that 30 percent of
U.S. troops have developed mental
health problems within a few months
of their return from Iraq. Twenty per-
cent of the troops injured in Iraq have
suffered head and brain injuries that
require a lifetime of continual care
that could cost as much as $6 million.

A recent study by the New England
Journal of Medicine found that 15 to 17
percent of Iraqi vets showed signs of
“major depression, generalized anx-
iety, or [Post Traumatic Stress Dis-
order].” But of those, only 23 to 40 per-
cent are seeking help. Many of them
will wind up homeless with no other
options for their health care than the
VA. After their service to our country,
we should not leave them out on the
street.

The increased use of the Guard and
Reserve in this conflict has created an
entirely new category of people who
may now make use of the VA. The
Guard and Reserve make up approxi-
mately 40 percent of the troops on the
ground, and approximately 90,000 have
sought care at VA hospitals.

Unfortunately, our current budgets
do not reflect this reality. A recent
study by Nobel Prize-winning econo-
mist Joseph Stiglitz and Harvard pro-
fessor Linda Bilmes found that the
costs of paying for the injured from
these wars has not yet been budgeted.
To our dismay, we learned that the
Veterans’ Administration needed an
additional $2.7 billion for this fiscal
year to care for the veterans returning
from the war.

Stiglitz and Bilmes found that, ‘‘the
military values the cost of those in-
jured by what their medical treatment
cost and disability pay; and current ac-
counting only reflects current pay-
ments in disability” not future pay-
ments.

Based on their calculations, it could
cost as much as $24.1 billion to pay for
these costs over the next 5 years. Of
this amount, $9.4 billion for medical
care and $14.7 billion for increased dis-
ability payments.

This amendment Senator DODD and I
have introduced would rectify that
shortfall and keep faith with our men
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and women in uniform. It would be
paid for by elimination of the capital
gains and dividends tax breaks for tax-
payers with over $1 million in annual
income.

We owe it to soldiers like Sergeant
Peter Damon, a son of Massachusetts
who lost his arms in Iraq.

I also express my support for the
amendment offered by Senator ROCKE-
FELLER that would provide strong tax
incentives for mining companies to
adopt safer practices and up-to-date
safety equipment.

The recent tragedies at Sago Mine
and Alma Mine in West Virginia re-
mind us that the safety of the Nation’s
workers is paramount. This year, 21
miners have already been killed on the
job. In early January, 12 miners died
when they were trapped after an explo-
sion at the Sago Mine. Just 212 weeks
later, two more miners died in a mine
fire at the Alma mine. And tragically,
yesterday, there were three more mine
accidents in West Virginia, killing two
more men. One miner died in an under-
ground mine in Boone County when a
wall support came loose. A second
miner died when a bulldozer struck a
gas line, causing a deadly fire. Miners
have also died this year in Kentucky
and Utah.

Our entire Nation joins the families
and the communities in mourning
these fallen miners. We have a con-
tinuing obligation to do everything we
can to protect the safety of America’s
workers. It is obvious that we are not
meeting that obligation.

Two weeks ago, I traveled with Sen-
ator ROCKEFELLER, Health, Education,
Labor and Pensions Committee Chair-
man ENZzI, and Subcommittee Chair-
man ISAKSON to meet with the family
members of the miners who were killed
at Sago Mine, and with coalminers,
company representatives, and health
and safety experts. Each of us com-
mitted to improving the Nation’s mine
safety laws.

A critical part of that commitment is
to ensure that all of our Nation’s min-
ers have the best safety equipment
available. This amendment will en-
courage companies to adopt up-to-date
mine safety equipment by providing
accelerated deductions for companies
that invest in these technologies.

It encourages mines to adopt emer-
gency communications technology and
tracking devices to locate miners un-
derground. It will also encourage coal
mines to ensure that workers have ac-
cess to additional stores of emergency
oxygen, which will give them extra
time to exit a mine or to wait for res-
cue. Finally, the amendment acknowl-
edges the vital need for experienced
mine rescuers who are familiar with
the underground geography of a mine.
By providing a tax credit to encourage
the formation of mine rescue teams, we
hope to ensure that mines have well-
trained rescuers onsite, saving precious
minutes in any rescue attempt.

These are all safety measures that
could have made a difference in the
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terrible tragedies that occurred this
year at Sago and Alma Mines. By pass-
ing this amendment, we take the first
step toward preventing future such
tragedies from occurring.

I have joined separately in spon-
soring legislation introduced by Sen-
ator BYRD and Senator ROCKEFELLER to
require the Mine Safety and Health Ad-
ministration to quickly adopt needed
safety standards. Both of these meas-
ures are critical to improving safety
conditions in America’s mines. Our Na-
tion’s miners deserve no less, and I
urge my colleagues to support this
amendment and the Federal Mine Safe-
ty and Health Act of 2006.

Instead of helping hard-pressed fami-
lies, the budget reconciliation process
is being misused to cut the programs
and eliminate the services that these
families need most, while granting the
wealthy even more tax breaks. It is yet
another opportunity squandered—an-
other chance that this Republican Con-
gress had to make things better. But
once again, this Congress has chosen to
make them worse instead. The Amer-
ican people deserve better.

Mr. HATCH. Mr. President, I rise to
express my support for the tax rec-
onciliation bill being debated today. I
have listened to the comments of my
colleagues on both sides of the aisle
with much interest. Because we have
heard a great deal about the wisdom or
folly of extending the lower tax rate on
dividends and capital gains, I would
like to take this opportunity to offer a
few words in defense of the extension.

It is interesting to me that so many
of my colleagues have juxtaposed the
capital gains and dividends provision
against the provision to relieve tempo-
rarily the individual alternative min-
imum tax. Listening to some of my col-
leagues, it seems they believe that we
either must include the alternative
minimum tax fix or extend the capital
gains and dividends provision, but not
both. My strong belief is that we can—
and must—do both.

The reduced rate of tax on dividends
and capital gains has been attacked re-
peatedly as being a costly sop to the
rich and not much else, with little rec-
ognition given to its beneficial impact
on the economy. The simple fact is
that the data and basic economics tell
us the cost of the lower tax rates on
dividends and capital gains has been
minor, and the benefits immense.

There is ample evidence that clearly
shows the lower tax rates on capital in-
come have stimulated saving. Alicia
Munnell, an economist at Boston Col-
lege and a former official in the Clin-
ton Treasury Department, finds that
working age households saved signifi-
cantly more in 2003, the year the tax
reductions on capital gains and divi-
dends passed the Congress, than they
did in 2002. Incidentally, Munnell’s
work also shows that the recently an-
nounced savings rate of zero is mis-
leading—she reports that working fam-
ilies, and by that I mean families with
breadwinners who have yet to reach re-
tirement age, are indeed putting
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money aside. However, looking at our
broad, economy-wide measure of net
saving, the dissaving done by retired
households obscures this fact.

There are other benefits from a lower
tax rate on investment income besides
increased saving. With lower tax rates,
capital becomes more fluid, making it
easier for it to flow to projects with
higher rates of return. Families lock in
much less capital for fear of the tax-
man. The Government gets a lower per-
centage of each sale of stock, but it
gets more opportunities to tax the
money.

And, Uncle Sam is getting more
cracks at it. The amount of capital
gains realized in 2005 was twice that in
2002. The stock market’s value has not
doubled since then, and we are not
twice as wealthy as we were then—peo-
ple are just responding to incentives
and they are holding their assets for a
bit less time. There is nothing nec-
essarily wrong with that. If capital is
used more wisely, this ultimately bene-
fits not just the investors but also the
workers, who see their productivity in-
crease. When productivity goes up,
wages must follow.

The amount of revenue collected
from taxes on capital gains and divi-
dends has increased significantly since
the reduction in tax rates passed. In
2005, capital gains tax revenues
amounted to $80 billion, 60 percent
higher than in 2002.

Now, I am not about to claim that
this or any other tax cut ‘‘pays for
itself,” but the revenue lost from the
lower rates on capital gains and divi-
dends is relatively minor precisely be-
cause of the increased economic activ-
ity the lower taxes generate. The jump
in revenues collected from the two
taxes is manifest proof of this.

The beneficiaries of lower taxes on
investment income are not just those
who own stocks and bonds either, and I
would like to point out that it is not
just the rich who have investments. I
hear from retired Utahns who are liv-
ing modestly on a Social Security
check, a small pension, and their sav-
ings. They might not have a lot of
money invested, and their dividends
are not going to buy them a new car or
luxury condominium, but every little
bit helps, they tell me.

In reality, everyone benefits from
lower taxes on dividends and capital
gains—even those with little or no sav-
ings. The primary reason for lower tax
rates on investment income is that it
stimulates the economy. This is not a
radical idea by any means—Nobel
Prize-winning economists Robert
Lucas and Ed Prescott have argued ve-
hemently in favor of this. The logic is
simple: Low taxes on the income we re-
ceive from our savings means we will
save more. That ends up making more
capital available for firms to invest in
new plant and equipment, increasing
productivity as well as wages.

The strong economic conditions of
the 1990s are owed to a number of fac-
tors, but the most important factor
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was undoubtedly the resumption of
high productivity growth in the middle
of the decade. It was in the latter years
of the expansion, when unemployment
dropped below 5 percent, that we fi-
nally saw the elusive gains in income
of low-skilled workers. I believe that
the low tax rate on capital gains and
dividends is an essential ingredient in
creating more new jobs and maintain-
ing healthy economic growth.

Some of my colleagues may say they
agree that the benefits of lower rates
are real and ought to be continued, but
they do not see the need to renew a
provision that does not expire until
2008. The simple answer is that we need
to create some degree of certainty and
stability for investors. Investors in 2006
care about what the tax rate on a long-
term investment is going to be in 3
years. If they believe that Congress
will allow tax rates on dividends and
capital gains to increase to their pre-
viously higher rates, they will be less
inclined to make those investments.
That money will go instead to less pro-
ductive, shorter term investments or
will simply not be saved at all. The end
result is that we’ll have less capital
available and lower economic growth.

We must acknowledge that the budg-
et deficit is a problem—it is obvious we
need to get our economic house in
order soon. The baby boom generation
is starting to retire and making our
budget mess a lot worse. However, in-
creasing the taxes on dividends and
capital gains is not the answer to our
budget morass, either in the short or
the long run. We need every single bit
of economic growth we can get for the
next decade to help fund our obliga-
tions, and allowing the tax rates on
dividends and capital gains to go back
up would be a tax increase that would
reduce growth.

When we seek to raise revenue by
taxing the accumulation of wealth, we
are essentially punishing a virtuous ac-
tivity, namely saving. We should be
doing all we can to encourage families
to set aside money, to invest, to pa-
tiently prepare for the future. Allowing
the low tax rate on dividends and cap-
ital gains to expire would do more than
reduce productivity and economic
growth; it would send a signal that we
do not value savings in this country.
At this point in time, we can afford
neither.

Some of my colleagues believe that
low tax rates on dividends and capital
gains benefit solely the rich and no one
else and feel that they cannot coun-
tenance a continuation of the low rates
at the expense of programs more tar-
geted to low-income households. I do
not fault my colleagues for their con-
cern, but I believe that the lower rates
helps everyone in our country. It costs
us relatively little in terms of lost tax
revenue, since the lower rates have re-
sulted in higher dividends, higher stock
prices, and more sales of stock, with
more revenue created by each activity.
At the same time, every single working
family in this country benefits from
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the higher savings engendered by the
lower tax rates via the improved pro-
ductivity, wages, economic growth, and
the number of jobs available. High
growth and economic prosperity are
not the cure to every problem that ails
the country, but it can make any solu-
tion much more attainable. Supporting
low tax rates on dividends and capital
gains is the right thing to do.

The PRESIDING OFFICER. Are there
further amendments to the first-degree
amendment?

If not, without objection, the first-
degree amendment, as amended, is
agreed to.

The amendment (No. 2707), as amend-
ed, was agreed to.

The amendment was ordered to be
engrossed and the bill to be read a
third time.

The bill was read the third time.

Mr. FRIST. Mr. President, I ask for
the yeas and nays.

The PRESIDING OFFICER. Is there a
sufficient second?

There appears to be a sufficient sec-
ond.

The bill having been read the third
time, the question is, Shall the bill
pass? The clerk will call the roll.

The assistant legislative clerk called
the roll.

Mr. MCCONNELL. The following Sen-
ators were necessarily absent: the Sen-
ator from New Mexico (Mr. DOMENICI)
and the Senator from Wyoming (Mr.
THOMAS).

Mr. DURBIN. I announce that the
Senator from New Mexico (Mr. BINGA-
MAN) is necessarily absent.

The PRESIDING OFFICER. Are there
any other Senators in the Chamber de-
siring to vote?

The result was announced—yeas 66,
nays 31, as follows:

[Rollcall Vote No. 10 Leg.]

YEAS—66
Alexander Dole Menendez
Allard Ensign Murkowski
Allen Enzi Nelson (FL)
Baucus Feinstein Nelson (NE)
Bennett Frist Pryor
Bond Graham Roberts
Brownback Grassley Rockefeller
Bunning Gregg Salazar
Burns Hagel Santorum
Cantwell Hatch Schumer
Carper Hutchison Sessions
Chambliss Inhofe Shelby
Clinton Isakson Smith
Cochran Johnson Snowe
Coleman Kyl Specter
Collins Landrieu Stabenow
Cornyn Lincoln Stevens
Craig Lott Sununu
Crapo Lugar Talent
Dayton Martinez Thune
DeMint McCain Vitter
DeWine McConnell Warner

NAYS—31
Akaka Durbin Lieberman
Bayh Feingold Mikulski
Biden Harkin Murray
Boxer Inouye Obama,
Burr Jeffords Reed
Byrd Kennedy Reid
Chafee Kerry Sarbanes
Coburn Kohl ; X
Conrad Lautenberg X;;él; IY ich
Dodd Leahy
Dorgan Levin
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NOT VOTING—3

Bingaman Domenici Thomas

The bill (H.R. 4297), as amended, was
passed, as follows:

(The bill will be printed in a future
edition of the RECORD.)

————

USA PATRIOT ACT EXTENSION

The PRESIDING OFFICER. Under
the previous order, the clerk will re-
port H.R. 4659.

The legislative clerk read as follows:

A bill (H.R. 4659) to amend the USA PA-
TRIOT Act to extend the sunset of certain
provisions of such Act.

The PRESIDING OFFICER. There
are now 10 minutes equally divided for
debate. Who yields time?

The Senator from Vermont.

Mr. LEAHY. Mr. President, the Re-
publican leadership of the House and
the Senate has proposed a second ex-
tension of the PATRIOT Act to last an-
other 5 weeks until March 10. I support
that. I support it because it is basically
what Senator SUNUNU and I proposed in
December in the bipartisan S. 2082, co-
sponsored by 47 Senators from both
sides of the aisle. I hope this will allow
us to make the final improvements
necessary so that the final PATRIOT
Act can be passed.

I support H.R. 4659, a bill by Chair-
man SENSENBRENNER. I hope all Sen-
ators from both sides of the aisle will.
I say this because—notwithstanding
the fact that the Senate doesn’t even
have a modicum of order, I would note,
I am prepared to yield back the rest of
my time if the place would just hush a
tiny bit—it is a vital debate. The ter-
rorist threat to American security is
very real. It is vital that we have the
tools to protect American security.
That is why I coauthored the PATRIOT
Act b years ago. That is why it passed
with broad bipartisan support. I didn’t
believe it was a perfect piece of legisla-
tion, but I thought it was a good piece
of legislation.

And then the Republican leader in
the House, Dick Armey, and I put cer-
tain sunset provisions in it so that we
would actually look at this again. I
think we have done that. We are close
to having a final product. After all, our
Nation is a democracy. It is based on
the principles of a balanced govern-
ment, which requires something that
we have not seen enough of lately—
checks and balances. We can do that in
this act.

I noted earlier this week that I was
concerned that the Republican congres-
sional leadership had not even proposed
to the Senate Democratic leadership or
to that of the Judiciary Committee
that action be taken to ensure that
certain sunsetting provisions of the
USA PATRIOT Act not be allowed sim-
ply to expire at the end of this week.
Thereafter, action was finally consid-
ered. Yesterday the House passed a bill
to extend the sunsetting provisions
until March 10, 2006. I support H.R.
4659, Chairman SENSENBRENNER’S bill.
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Those of us working constructively
and in a bipartisan way to extend the
USA PATRIOT Act with improvements
have repeatedly offered to meet to
work out the remaining differences.
Regrettably, the Senate leadership has
not made the effort to work through
the remaining concerns or to bring us
together. I was concerned because as
recently as last week leading Repub-
licans were indicating that they op-
posed another short-term extension
that could be used to work out im-
provements that can lead to longer
term Senate reauthorization.

I was concerned that the dema-
goguery we had witnessed from the
White House and House Republicans
would be repeated, but that this time it
would have real consequences. Last De-
cember, even though a majority of Sen-
ators—Republicans and Democrats,
those who voted against cloture on the
conference report that failed to pass
the Senate and those who voted for it
urged the Republican leader to act on a
short-term, 3-month extension before
the end of the last session. At that
time the President had said that he
would not approve a short-term exten-
sion, and House Republicans had said
that they would not allow a short-term
extension. Those who threatened to let
it expire were playing a dangerous po-
litical game. Fortunately, common
sense prevailed, and in the waning days
of the last session, just before adjourn-
ment for Christmas, the House ap-
proved a short-term extension until
February 3, and the President reversed
his earlier position and signed it into
law.

Now the Republican leadership of the
House and Senate is proposing a second
extension that will last for another 5
weeks, until March 10. That is in line
with the initial bipartisan proposal
that Senator SUNUNU and I made in S.
2082, back on December 12, that came
to be cosponsored by 47 Senators. It is
my hope that this will allow us the op-
portunity to work out improvements
to the reauthorization legislation to
better protect the liberties and rights
of ordinary Americans. We should do
our best to get it right for all Ameri-
cans.

I have continued meeting and talking
with interested Republican and Demo-
cratic Senators. Senate staff has fi-
nally gotten together this week in a bi-
partisan meeting. I have joined in a bi-
partisan request to the majority leader
that he bring together key interested
Senators to work out a bipartisan com-
promise that improves the failed con-
ference report.

Contrary to the false claims and mis-
representations by some, there was no
effort on either side of the aisle to do
away with the PATRIOT Act. That is
simply and profoundly not true. Along
with others in the Senate, I am seeking
to mend and extend the PATRIOT Act,
not to end it. There is no reason why
the American people cannot have a PA-
TRIOT Act that is both effective and
that adequately protects their rights
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and their privacy. The only people who
ever threatened an expiration of the
PATRIOT Act were the President and
House Republicans. As I noted on De-
cember 21, the administration and the
Republican congressional leadership
were those who were objecting to ex-
tending the act and threatening its ex-
piration. That was wrong. That made
no sense. They came to their senses in
the days that followed.

In his State of the Union speech this
week the President said only that reau-
thorizing the PATRIOT Act was needed
to provide the same tools we provide to
law enforcement authorities to fight
drug trafficking and organized crime. I
have worked with others to provide ad-
ditional tools in the fight against ter-
rorism. With others on both sides of
the aisle, I also want to protect the lib-
erties of ordinary and law-abiding
Americans from overreaching and un-
checked Government intrusion. Perma-
nent gag orders and conclusive pre-
sumptions in favor of the Government,
when intrusive demands for library
records or personal medical records are
being made by agents without court
approval, smack of a police state, not
the United States.

Republican and Democratic Senators
joined together last month to say we
can do better to protect Americans’
liberties while ensuring that our na-
tional security is as strong as it can be.
In the days after 9/11, the Senate
Democratic majority joined with Re-
publicans and the administration in bi-
partisan action. Unfortunately, the
President’s political adviser Karl Rove
and other Republican partisans have
sought to make the PATRIOT Act a
partisan issue. I urge them, instead, to
join with our bipartisan coalition and
work with us to provide a better bal-
ance to protect the rights of ordinary
Americans.

Every single Senator—Republican
and Democratic—voted last July to
mend and extend the PATRIOT Act.
That bipartisan solution was cast aside
by the Bush administration and Repub-
lican congressional leaders when they
hijacked the conference report, rewrote
the bill in ways that fell short in pro-
tecting basic civil liberties, and then
tried to ram it through Congress as an
all-or-nothing proposition. I have
joined with Senators of both parties in
an effort to work to improve the bill.
Some of us are working hard to protect
the security and liberty of Americans.
What is wrong is for the White House
to seek to manipulate this into a par-
tisan fight for its partisan political ad-
vantage. Instead of playing partisan
politics, the Bush administration and
Republican congressional leadership
should join in trying to improve the
law. Especially when security and lib-
erty are at issue, why not make the
extra effort to produce a consensus bill
that can deserve the confidence of the
American people?

This is a vital debate. The terrorist
threat to America’s security is very
real, and it is vital that we be armed
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with the tools needed to protect Ameri-
cans’ security. At the same time, the
threat to civil liberties is also very real
in America today. The question is not
whether the Government should have
the tools it needs to protect the Amer-
ican people. Of course it should. That is
why I coauthored the PATRIOT Act 5
years ago, and that is why that act
passed with broad bipartisan support.
When I voted for the PATRIOT Act, I
did not think it was an ideal piece of
legislation, and I knew that it would
need careful oversight and, in due
course, reform. This is about how to
reconcile two fundamental goals—en-
suring the safety of the American peo-
ple and protecting their liberty by
means of a system of checks and bal-
ances that keeps the Government—
their Government—accountable. Those
goals should not be the goals of any
particular party or ideology, they are
shared American goals.

Our Nation is a democracy, founded
on the principles of balanced govern-
ment. We need to restore checks and
balances in this country to protect us
all and all that we hold dear. Our Con-
gress and our courts provide checks on
the abuse of executive authority and
should protect our liberties. We need to
write the law so that Congress has pro-
vided its check in the law and so that
courts can play their role, as well. All
Americans need to take notice and de-
mand that their liberties and security
be properly and effectively maintained.

I see the senior Senator, my good
friend from Pennsylvania, on the floor.
I will yield back the rest of my time.

The PRESIDING OFFICER. The Sen-
ator from Pennsylvania is recognized.

Mr. LEAHY. Mr. President, first, I
ask for the yeas and nays.

The PRESIDING OFFICER. Is there a
sufficient second? There is a sufficient
second.

The yeas and nays were ordered.

Mr. SPECTER. Mr. President, we
need the PATRIOT Act. I am prepared
to work on it further to improve it. I
support the bill, and I yield back 4 min-
utes 45 seconds of my 5 minutes.

The PRESIDING OFFICER. The
question is on third reading and pas-
sage of the bill.

The bill (H.R. 4659) was ordered to a
third reading and was read the third
time.

The PRESIDING OFFICER. The yeas
and nays have been ordered, and the
clerk will call the roll.

The legislative clerk called the roll.

Mr. McCONNELL. The following Sen-
ators were necessarily absent: the Sen-
ator from New Mexico (Mr. DOMENICI),
the Senator from Wyoming (Mr. THOM-
AS), and the Senator from Mississippi
(Mr. LOTT).

Mr. DURBIN. I announce that the
Senator from New Mexico (Mr. BINGA-
MAN) is necessarily absent.

The PRESIDING OFFICER. Are there
any other Senators in the Chamber de-
siring to vote?

The result was announced—yeas 95,
nays 1, as follows:
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[Rollcall Vote No. 11 Leg.]

YEAS—95
Akaka Dole McConnell
Alexander Dorgan Menendez
Allard Durbin Mikulski
Allen Ensign Murkowski
Baucus Enzi Murray
Bayh Feinstein Nelson (FL)
Bennett Frist Nelson (NE)
Biden Graham Obama
Bond Grassley Pryor
Boxer Gregg Reed
Brownback Hagel Reid
Bunning Harkin Roberts
Burns Hatch Rockefell
Burr Hutchison ockeleller
Byrd Inhofe Salazar
Cantwell Inouye Santorum
Carper Isakson Sarbanes
Chafee Jeffords Schumer
Chambliss Johnson Sessions
Clinton Kennedy Shelby
Coburn Kerry Smith
Cochran Kohl Snowe
Coleman Kyl Specter
Collins Landrieu Stabenow
Conrad Lautenberg Stevens
Cornyn Leahy Sununu
Craig Levin Talent
Crapo Lieberman Thune
Dayton Lincoln Vitter
DeMint Lugar Voinovich
DeWine Martinez Warner
Dodd McCain Wyden
NAYS—1
Feingold
NOT VOTING—4
Bingaman Lott
Domenici Thomas

The bill (H.R. 4659) was passed.

Mr. FRIST. I move to reconsider the
vote, and I move to lay that motion on
the table.

The motion to lay on the table was
agreed to.

———

FREE TRADE AGREEMENT—
REPUBLIC OF KOREA

Mr. STEVENS. Mr. President, I ask
unanimous consent that the attached
letter from the United States Trade
Representative be entered into the
RECORD. It serves as notification to
Congress that the President intends to
initiate negotiations for a free trade
agreement, FTA, with the Republic of
Korea.

There being no objection, the mate-
rial was ordered to be printed in the
RECORD, as follows:

EXECUTIVE OFFICE OF THE PRESI-
DENT, THE UNITED STATES TRADE
REPRESENTATIVE, WASHINGTON,
DC, FEBRUARY 2, 2006.

Hon. TED STEVENS,
President pro tempore,
ington, DC.

DEAR SENATOR STEVENS: In accordance
with section 2104(a)(1) of the Trade Act of
2002 (the Trade Act), and pursuant to author-
ity delegated to me by the President, I am
pleased to notify the Congress that the
President intends to initiate negotiations for
a free trade agreement (FTA) with the Re-
public of Korea. We expect these negotia-
tions to commence in May 2006. We will be
consulting closely with the Congress regard-
ing these negotiations, as required by the
Trade Act.

The Administration is committed to con-
cluding trade agreements that benefit our
farmers, workers, businesses, and families by
opening markets around the world. With the
continued help of Congress, we will continue
to advance America’s trade interests.

U.S. Senate, Wash-
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An FTA with Korea will help foster eco-
nomic growth and create higher paying jobs
in the United States by reducing and elimi-
nating barriers to trade and investment be-
tween Korea and the United States. An FTA
will enable American companies to increase
their exports of goods and services to Korea.
The FTA will require Korea to eliminate its
tariffs on U.S. industrial and agricultural
goods, remove any unjustified sanitary and
phytosanitary (SPS) measures, improve the
transparency of its regulatory and licensing
procedures, and lower its barriers to U.S.
service providers.

The United States has much to gain
through an FTA with Korea. Korea already
is our seventh largest trading partner with
$72.6 billion in total bilateral trade during
2004. An FTA promises to increase trade still
further across a wide range of goods and
services and thereby promote economic
growth and the creation of better paying
jobs in both countries. An FTA will also
level the playing field for U.S. exports in
Korea by providing U.S. products treatment
comparable to that which Korea has offered
its other FTA partners, such as Chile, Singa-
pore, and the European Free Trade Associa-
tion countries (Iceland, Norway, Switzer-
land, and Liechtenstein).

An FTA with Korea will provide benefits
for U.S. agricultural producers. In 2005, based
on eleven month annualized data, Korea was
the sixth largest export market for U.S. farm
and ranch products. Under an FTA, Korea
will eliminate duties on U.S. agricultural
goods and reduce other barriers in Korea’s
agricultural sector, thus creating new oppor-
tunities for U.S. farmers in this major mar-
ket. U.S. negotiators will work hard to en-
sure that the FTA facilitates further market
access for U.S. food and other agricultural
exports to Korea and addresses the full range
of trade barriers that U.S. agriculture ex-
ports currently face in Korea, including un-
justified SPS measures. We will consult
closely with Congress and the U.S. agri-
culture community in developing our posi-
tions on agricultural issues during the nego-
tiations.

The FTA will also promote exports of U.S.
industrial goods by eliminating Korea’s tar-
iffs on U.S. products and reducing its non-
tariff barriers. U.S. industry groups have
consistently cited Korea as a potential FTA
partner because of the significant opportuni-
ties an FTA will provide for new U.S. indus-
trial goods exports. FTA negotiations will
also provide an opportunity to reduce or
eliminate restrictions that make it difficult
for U.S. service providers to operate in the
Korean market.

In recent years, U.S. industry has repeat-
edly pointed out deficiencies in Korea’s ef-
forts to protect intellectual property. The
Administration has held extensive, detailed
discussions on this subject with Korea since
2001, and Korea has made progress on impor-
tant issues, including improved protection
for sound recordings transmitted over the
Internet and better enforcement against
software and textbook piracy. FTA negotia-
tions will provide a unique opportunity to
improve further the protection that Korea
affords to intellectual property, including
strengthened measures in Korea against the
illegal online distribution and transmission
of copyrighted works.

We also recognize the concerns raised by
U.S. industry about the close interaction be-
tween the Korean government and business
in some sectors of the economy and the in-
sufficient transparency in Korea’s regulatory
processes. In order to address these concerns,
we will seek to ensure that the FTA provides
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for regulatory transparency in trade and in-
vestment matters, including a public com-
ment period, the publication of general ad-
ministrative actions, and other appropriate
provisions.

An FTA with Korea will also promote bi-
lateral investment. U.S. companies are al-
ready the largest source of foreign invest-
ment in Korea, while Korea is a growing
source of investment in the United States.
Additional bilateral investment holds the
potential of adding to the many jobs that
current high levels of bilateral investment
support.

An FTA will also help strengthen Korea’s
cooperation with the United States in multi-
lateral and regional trade fora. Korea is al-
ready a close partner in the Asia-Pacific
Economic Cooperation (APEC) and in the
Doha Round of negotiations in the World
Trade Organization (WTO). As host country
for the APEC Leaders Meeting in November
2005, Korea played a leadership role in secur-
ing a call by all 21 APEC Leaders for an am-
bitious conclusion to the WTO Doha Devel-
opment Agenda. It similarly played a con-
structive role in the recent Hong Kong Min-
isterial meeting. Concluding an FTA will
help ensure that there continues to be a
commonality of interest and close coopera-
tion between the United States and Korea in
all international trade fora.

In addition to complementing our coopera-
tive efforts with Korea on global and re-
gional trade issues, an FTA will further en-
hance the strong United States-Korea re-
gional partnership, which is a force for sta-
bility and development in Asia. An FTA will
reinforce the shared interests of the United
States and Korea and promote common val-
ues, facilitating our efforts to work together
on a wide range of issues. Korea is a key ally
in the region on military and security mat-
ters. We are partners in the global war on
terrorism, and the extensive ties between the
U.S. and Korean armed forces bolster U.S.
strategic interests in the region.

While we see substantial benefits in pur-
suing an FTA with Korea, we are also giving
careful consideration to concerns that some
members of Congress have raised regarding
Korea’s trade policies. We will continue to
consult closely with Congress as we consider
how to address these issues in the context of
FTA negotiations.

Initial consultations with the Congres-
sional Oversight Group (COG) on September
8, 2005 and with other Members of Congress
regarding potential FTA negotiations with
Korea have been positive, and our decision to
move ahead with negotiations with Korea
was strongly influenced by the bipartisan ex-
pressions of interest we have received from
members of Congress and U.S. industry. The
Administration will continue to consult
closely with the Congress, including the
COG, throughout the negotiation process on
the full range of issues.

Our specific objectives for negotiations
with Korea are as follows:

Trade in Goods

Seek to eliminate tariffs and other duties
and charges on trade between Korea and the
United States on the broadest possible basis,
subject to reasonable adjustment periods for
import-sensitive products.

Seek to eliminate non-tariff barriers in
Korea to U.S. exports, including permit and
licensing barriers on agricultural and other
products, restrictive administration of tar-
iff-rate quotas, unjustified trade restrictions
that affect new U.S. technologies, and other
trade restrictive measures that U.S. export-
ers identify.

Seek to eliminate government practices
that adversely affect U.S. exports of perish-
able or cyclical agricultural products, while
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providing for improved U.S.
mechanisms as appropriate.

Pursue a mechanism with Korea that will
support achieving the U.S. objective in the
WTO negotiations of eliminating all export
subsidies on agricultural products, while
maintaining the right to provide bona fide
food aid and preserving U.S. agricultural
market development and export credit pro-
grams.

Pursue fully reciprocal access to the Ko-
rean market for U.S. textile and apparel
products.

Customs Matters, Rules of Origin, and Enforce-
ment Cooperation

Seek specific and trade facilitative cus-
toms commitments to ensure that Korea’s
customs operations are conducted with
transparency, efficiency, and predictability,
and that Korea’s customs laws, regulations,
decisions, and rulings are applied in a man-
ner that facilitates the efficient and timely
release of goods, and prevents unwarranted
procedural obstacles to international trade.

Seek rules of origin, procedures for apply-
ing these rules, and provisions to address cir-
cumvention matters that will ensure that
preferential duty rates under an FTA with
Korea apply only to goods eligible to receive
such treatment, without creating unneces-
sary obstacles to trade.

Seek terms for cooperative efforts with
Korea regarding enforcement of customs and
related issues, including in the area of trade
in textiles and apparel.

Sanitary and Phytosanitary (SPS) Measures

Seek to have Korea reaffirm its WTO com-
mitments on SPS measures and eliminate
any unjustified SPS restrictions.

Seek to strengthen cooperation between
U.S. and Korean SPS authorities.

Seek to strengthen collaboration with
Korea in implementing the WTO SPS Agree-
ment and to enhance cooperation with Korea
in relevant international bodies on devel-
oping international SPS standards, guide-
lines, and recommendations.

Technical Barriers to Trade (TBT)

Seek to have Korea reaffirm its WTO TBT
commitments and eliminate any unjustified
TBT measures.

Seek to strengthen collaboration with
Korea in implementing the WTO TBT Agree-
ment and create a procedure for exchanging
information with XKXorea on TBT-related
issues.

Intellectual Property Rights

Seek to establish standards to be applied
in Korea that build on the foundations estab-
lished in the WTO Agreement on Trade-Re-
lated Aspects of Intellectual Property Rights
and other international intellectual property
agreements, such as the World Intellectual
Property Organization (WIPO) Copyright
Treaty, the WIPO Performances and
Phonograms Treaty, and the Patent Co-
operation Treaty.

In areas such as patent protection and pro-
tection of undisclosed information, seek to
have Korea apply levels of protection and
practices more in line with U.S. law and
practices, including appropriate flexibility.

Seek to strengthen Korea’s laws and proce-
dures to enforce intellectual property rights,
such as by ensuring that Korean authorities
seize suspected pirated and counterfeit
goods, equipment used to make such goods
or to transmit pirated goods, and documen-
tary evidence.

Seek to strengthen measures in Korea that
provide for compensation of right holders for
infringements of intellectual property rights
and to provide for criminal penalties under
Korean law that are sufficient to have a de-
terrent effect on piracy and counterfeiting.
Trade in Services

Pursue disciplines to address discrimina-
tory and other barriers to trade in Korea’s

import relief
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services market, and pursue a comprehensive
approach to market access, including any
necessary improvements in access to the
telecommunications, financial services, pro-
fessional services, or other sectors.

Seek improved transparency and predict-
ability of Korean regulatory procedures, spe-
cialized disciplines for financial services, and

additional disciplines for telecommuni-
cations and other service sectors, as nec-
essary.

Investment

Seek to establish rules that reduce or
eliminate artificial or trade-distorting bar-
riers to U.S. investment in Korea, while en-
suring that Korean investors in the United
States are not accorded greater substantive
rights with respect to investment protec-
tions than U.S. investors in the United
States, and to secure for U.S. investors in
Korea important rights comparable to those
that would be available under U.S. legal
principles and practice.

Seek to ensure that U.S. investors receive
treatment as favorable as that accorded to
domestic or other foreign investors in Korea
and to address unjustified barriers to the es-
tablishment and operation of U.S. invest-
ments in Korea.

Provide procedures to resolve disputes be-
tween U.S. investors and the Korean govern-
ment that are in keeping with the Trade
Promotion Authority goals of being expedi-
tious, fair, and transparent.

Electronic Commerce

Seek to have Korea affirm that it will
allow products and services to be delivered
electronically and will not unjustifiably dis-
criminate among those products and serv-
ices.

Seek to affirm that Korea does not apply
customs duties to digital products that are
delivered electronically.

Seek to ensure that Korea determines the
dutiable value of digital products contained
on carrier media based on the value of the
media, not their content.

Government Procurement

Seek to expand on Korea’s commitments in
the WTO Government Procurement Agree-
ment (GPA), thus providing greater opportu-
nities for U.S. firms to secure construction
and supply contracts with the Korean gov-
ernment, particularly by allowing U.S. sup-
pliers to compete for smaller contracts that
are not currently open to U.S. bidders or
goods.
Transparency/Anti-Corruption/Regulatory  Re-

form

Seek to make Korea’s administration of its
trade and investment regime more trans-
parent, and pursue rules that will permit
timely and meaningful public comment be-
fore Korea adopts trade- and investment-re-
lated measures.

Seek to eliminate Korean government reg-
ulation or other measures that discriminate
against or deny full market access for U.S.
exporters or investors.

Seek to ensure that Korea applies high
standards prohibiting corrupt practices af-
fecting international trade and investment
and enforces such prohibitions.

Competition

Address anticompetitive business conduct,
designated monopolies, state enterprises,
and other competition-related issues, as ap-
propriate.

Seek provisions that foster cooperation on
competition law and policy and that provide
for consultations on specific competition
issues that may arise.

Trade Remedies

Provide a safeguard mechanism during the
transition period to allow a temporary rev-
ocation of tariff preferences if increased im-
ports from Korea are a substantial cause of
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serious injury or threat of serious injury to
the domestic industry.

Make no changes to U.S. antidumping and
countervailing duty laws.

Environment

Seek to promote trade and environment
policies that are mutually supportive.

Seek an appropriate commitment by Korea
to effectively enforce its environmental
laws.

Establish that Korea will strive to ensure
that it will not, as an encouragement for
trade or investment, weaken or reduce the
protections provided for in its environmental
laws.

Seek to develop ways to work with Korea,
including through consultative mechanisms,
to promote sustainable development and ad-
dress environmental issues of mutual inter-
est.

Labor

Seek an appropriate commitment by Korea
to effectively enforce its labor laws.

Establish that Korea will strive to ensure
that it will not, as an encouragement for
trade or investment, weaken or reduce the
protections provided for in its labor laws.

Based upon review and analysis of Korea’s
labor law and practices, establish procedures
for consultations and cooperative activities
with Korea to strengthen its capacity to pro-
mote respect for core labor standards, in-
cluding compliance with ILO Convention 182
on the worst forms of child labor.
State-to-State Dispute Settlement

Encourage the early identification and set-
tlement of disputes through consultation.

Seek to establish fair, transparent, timely,
and effective procedures to settle disputes
arising under the agreement.

In addition, the FTA with Korea will take
into account other legitimate U.S. objectives
including, but not limited to, the protection
of health, safety, environment, essential se-
curity, and consumer interests.

We are committed to concluding these ne-
gotiations with timely and substantive re-
sults for U.S. workers, consumers, busi-
nesses, and farmers, and will pursue these
specific objectives, keeping in mind the over-
all and principal U.S. negotiating objectives
and priorities that the Congress has identi-
fied. We look forward to continuing to work
with the Congress as negotiations with
Korea begin, and we commit to work with
you as we bring them to a successful conclu-
sion.

Sincerely,
ROB PORTMAN.

———

REMEMBERING CORETTA SCOTT
KING

Mr. SANTORUM. Mr. President, I
rise today to honor the life of Coretta
Scott King and express my condolences
on her passing. Mrs. King carried the
message of nonviolence and the dream
of racial equality around our great na-
tion and throughout the world. She led
goodwill missions in Africa, Latin
America, Europe, and Asia. Mrs. King
traveled throughout the world advo-
cating racial justice, religious freedom,
and helping those in need.

Coretta Scott was born in Marion,
AL, on April 27, 1927. In a world where
neither women nor minorities pursued
an education, she graduated as valedic-
torian of her high school class and at-
tended Antioch College in Yellow
Springs, OH. She received a bachelor of
arts in music and education and then
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studied concert singing at the New
England Conservatory of Music in Bos-
ton, MA.

While in Boston, she met Martin Lu-
ther King, Jr., and the two forged a
unique relationship that led to the
raising of their four children and an en-
deavor to find racial equality through-
out our country. She was not just the
wife of one of our great civil rights
leaders. She was a great civil rights
leader in her own right. She became
the first woman to deliver the Class
Day address at Harvard, and the first
woman to preach at a statutory service
at St. Paul’s Cathedral in London.

Just days after the death of Martin
Luther King, Jr., Mrs. King carried out
her husband’s dream by leading a
march on behalf of sanitation workers
in Memphis, TN. Mrs. King continued
to speak publicly and write nationally
syndicated columns. As founding presi-
dent, chair, and chief executive officer
of the Martin Luther King, Jr. Center
for Nonviolent Social Change, she dedi-
cated herself to providing local, na-
tional, and international programs
that have trained tens of thousands of
people in Dr. King’s philosophy and
methods. In 1983, she led an effort that
brought more than a half million dem-
onstrators to Washington, DC, to com-
memorate the 20th anniversary of the
1963 March on Washington for Jobs and
Freedom, where King delivered his fa-
mous ‘‘I Have a Dream’’ speech.

Mrs. King was also an instrumental
part in establishing Dr. King’s birth-
day, January 15, as a national holiday
in the United States. By an act of Con-
gress, the first national observance of
the holiday took place in 1986. Dr.
King’s birthday is now marked by an-
nual celebrations in over 100 countries.

Mrs. King has received honorary doc-
torates from over 60 colleges and uni-
versities and was the author of three
books. She served on, or helped create,
dozens of organizations, and has met
with various heads of state to address
the issues of racial inequality and
fighting poverty.

As a nation, we owe Mrs. King a debt
of gratitude for her strength and perse-
verance throughout her lifelong pur-
suit of equality for all Americans. She
and her husband inspired generations
of Americans to work towards freedom
and equality. Their legacy will live on
and their quest for civil rights will
never be forgotten.

———

HONORING OUR ARMED FORCES

PRIVATE FIRST CLASS BRIAN J. SCHOFF

Mr. BAYH. Mr. President, I rise
today with a heavy heart and deep
sense of gratitude to honor the life of a
brave young man who was born in
Michigan City. Brian Schoff, 22 years
old, died on January 29 when a roadside
bomb exploded near his humvee during
a combat operation. With his entire
life before him, Brian risked every-
thing to fight for the values Americans
hold close to our hearts, in a land half-
way around the world.
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Although Brian moved to Tennessee
when he was young, his valor over the
course of his service in Iraq is proof
that he was a Hoosier at heart. He
joined the Army in 2003, a year after he
graduated from high school, because he
wanted to serve his country. Brian en-
joyed the military, but he intended to
return to Indiana in May to join his fa-
ther working at Sullair Corporation.
His father described his son to local
media outlets as an adventurous, ac-
tive person who enjoyed hunting, fish-
ing and sports.

Brian was Kkilled while serving his
country in Operation Iraqi Freedom.
He was a member of the 101st Airborne
Division based at Fort Campbell, KY.
This brave young soldier leaves behind
his father, Brian L. Schoff, and his
mother, Cathy Odle of Manchester, TN.

Today, I join Brian’s family and
friends in mourning his death. While
we struggle to bear our sorrow over
this loss, we can also take pride in the
example he set, bravely fighting to
make the world a safer place. It is his
courage and strength of character that
people will remember when they think
of Brian, a memory that will burn
brightly during these continuing days
of conflict and grief.

Brian was known for his dedication
to his family and his love of country.
Today and always, Brian will be re-
membered by family members, friends
and fellow Hoosiers as a true American
hero, and we honor the sacrifice he
made while dutifully serving his coun-
try.

As I search for words to do justice in
honoring Brian’s sacrifice, I am re-
minded of President Lincoln’s remarks
as he addressed the families of the fall-
en soldiers in Gettysburg: ‘“We cannot
dedicate, we cannot consecrate, we
cannot hallow this ground. The brave
men, living and dead, who struggled
here, have consecrated it, far above our
poor power to add or detract. The
world will little note nor long remem-
ber what we say here, but it can never
forget what they did here.” This state-
ment is just as true today as it was
nearly 150 years ago, as I am certain
that the impact of Brian’s actions will
live on far longer that any record of
these words.

It is my sad duty to enter the name
of Brian J. Schoff in the official
RECORD of the U.S. Senate for his serv-
ice to this country and for his profound
commitment to freedom, democracy
and peace. When I think about this just
cause in which we are engaged, and the
unfortunate pain that comes with the
loss of our heroes, I hope that families
like Brian’s can find comfort in the
words of the prophet Isaiah who said,
‘““He will swallow up death in victory;
and the Lord God will wipe away tears
from off all faces.”

May God grant strength and peace to
those who mourn, and may God be with
all of you, as I know He is with Brian.
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LOCAL LAW ENFORCEMENT
ENHANCEMENT ACT OF 2005

Mr. SMITH. Mr. President, I rise
today to speak about the need for hate
crimes legislation. Each Congress, Sen-
ator KENNEDY and I introduce hate
crimes legislation that would add new
categories to current hate crimes law,
sending a signal that violence of any
kind is unacceptable in our society.
Likewise, each Congress, I have come
to the floor to highlight a separate
hate crime that has occurred in our
country.

On February 1, 2006, in New Bedford,
MA, a man walked into Puzzles Lounge
and asked someone at the bar if it was
a gay bar. The man then opened fire
with a handgun, wounding at least
three people. Two of the victims were
flown to Boston hospitals for treat-
ment, while the third person was taken
to St. Luke’s hospital in New Bedford.

I believe that the Government’s first
duty is to defend its citizens, to defend
them against the harms that come out
of hate. The Local Law Enforcement
Enhancement Act is a symbol that can
become substance. I believe that by
passing this legislation and changing
current law, we can change hearts and
minds as well.

———

FAIRNESS IN ASBESTOS INJURY
RESOLUTION ACT

Mr. ALEXANDER. Mr. President, I
rise today to express my support for
the Fairness in Asbestos Injury Resolu-
tion Act sponsored by Senators SPEC-
TER and LEAHY. The FAIR Act is a bill
about American jobs. It will have a
substantial effect on a number of jobs
at Tennessee manufacturers such as
Nissan, Saturn, and Eastman as well as
hundreds of their Tennessee suppliers.
That is because while it means faster,
more efficient resolution of claims for
those harmed by asbestos exposure, it
also means certainty for manufactur-
ers so that they can spend more of
their money investing in their busi-
nesses and creating more American
jobs.

Americans injured by asbestos are
waiting too long and paying too much
to adjudicate these claims. According
to estimates from the RAND Institute,
of the $70 billion expended on asbestos
litigation through 2002, nearly 60 per-
cent was spent on attorneys’ fees and
other transaction costs. Put another
way, asbestos victims are only getting
a little more than 40 cents of every dol-
lar that is being paid out on asbestos
claims. In addition, in many cases,
these claimants are waiting more 3
years to collect this compensation as
their cases wind their way through the
tort system. As a result, many of these
victims are not able to cover the costs
of medical treatments that cannot be
delayed. The FAIR Act will help claim-
ants by capping attorneys’ fees at 5
percent—and thereby putting 95 per-
cent of the compensation paid out into
the pockets of the victims. It will also
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ensure that victims get a ruling on
their claim within 90 to 180 days from
the Department of Labor—not 3 years
or more.

Since the 1980s, the number of com-
panies defending themselves from as-
bestos claims has risen from 300 to
more than 8,400. More than 70 compa-
nies have gone bankrupt, resulting in
more than 60,000 workers losing their
jobs and retirees seeing their retire-
ment funds shrink. In Tennessee, ac-
cording to the 2002 Economic Census,
more than 400,000 jobs are in the manu-
facturing sector. Without this bill, tens
of thousands of those jobs may be
shipped overseas as companies struggle
to afford the enormous payouts that
result under the current system.

The Senate Judiciary Committee has
considered this issue for more than 20
years. Senator SPECTER and Senator
HATCH before him held numerous meet-
ings with stakeholders and members of
the Judiciary Committee. The bill has
gone through numerous revisions to ac-
commodate issues raised by parties on
all sides. Senator SPECTER and Senator
LEAHY have been cooperative, accom-
modating, flexible, and generous with
their time. And they have produced a
bill that has garnered support from a
broad spectrum of manufacturers, in-
surers, and claimants.

The FAIR Act may not be perfect,
but it will start us on the road toward
achieving two critical goals: it allow
people injured by asbestos to receive
compensation quickly and efficiently,
without spending years tied up in the
courts and losing a large chunk of their
award to attorneys’ fees; and it will
save jobs by giving American compa-
nies certainty with regard to the costs
of compensating claimants.

I urge my colleagues to support this
important legislation.

——————

ILLEGAL EXPORT OF DANGEROUS
FIREARMS TO MEXICO

Mr. LEVIN. Mr. President, several re-
cent published reports indicate that lax
gun safety laws here in the United
States may be resulting in the traf-
ficking of thousands of firearms across
the border into Mexico and contrib-
uting to a surge in violence and crime
in that country.

Many firearms are illegal in Mexico.
In fact, there are apparently less than
2,500 licensed gun owners in the entire
country. This is because such licenses
take a year or more to process, cost
nearly $2,000, and must be renewed
every 2 years. In addition, Mexican au-
thorities say they confiscate more than
250 illegal firearms every day from
crime suspects. U.S. and Mexican law
enforcement officials estimate that as
much as 95 percent of these guns can be
traced back to the United States.

Mexican law enforcement officials
have made several major illegal weap-
ons seizures in the last few months
alone. In December, 20 assault rifles
were seized in Tijuana, just across the
border from California. In another sei-
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zure, police recovered a cache of weap-
ons that included seven assault rifles
and several semiautomatic handguns in
the Mexican border town of Nuevo La-
redo. It also should be noted that in
the last year alone more than 100 peo-
ple were shot to death by suspected
drug cartel members in Nuevo Laredo.
According to Mexican and U.S. offi-
cials, these drug smuggling operations
are frequently the end users of guns il-
legally trafficked from the TUnited
States.

Reportedly, weak U.S. gun regula-
tions are being exploited to help arm
criminals in Mexico. One way of doing
this is through the use of a ‘‘straw pur-
chaser” who buys firearms legally in
the United States on behalf of a Mexi-
can gun trafficker. In one reported case
last year, a handgun recovered in
Reynosa, Mexico, was traced back to a
Texas man who had reportedly bought
more than 150 guns for criminals in
Mexico. In another case, more than 80
guns were traced to a Mexican national
who apparently paid Texas residents to
purchase them for him. According to
Mexican authorities, guns recovered in
Mexico are often traced to original
buyers in Texas, where ‘‘straw pur-
chasers’ can buy guns and ammunition
in unlimited quantities.

Law enforcement authorities in Mex-
ico say assault rifles are the most
sought-after weapons by Mexican
criminals. Unfortunately, these dan-
gerous weapons are in plentiful supply
here in the United States due to
Congress’s failure to reauthorize or
strengthen the 1994 Assault Weapons
Ban. On September 13, 2004, this legis-
lation expired, allowing 19 previously
banned assault weapons, as well as fire-
arms that can accept detachable maga-
zines and have more than one of sev-
eral specific military features, such as
a folding/telescoping stock, protruding
pistol grip, bayonet mount, threaded
muzzle or flash suppressor, barrel
shroud or grenade launcher to be le-
gally sold again. These dangerous
weapons are being bought in the United
States and trafficked into Mexico,
where they are frequently used in vio-
lent crime, conflicts between rival drug
cartels, and shootouts with Mexican
law enforcement authorities.

Apparently, law enforcement offi-
cials are also concerned about the prev-
alence of .50-caliber firearms, which
are turning up more frequently in Mex-
ico in recent years. These high-powered
weapons fire thumb-sized bullets that
come in armor-piercing, incendiary,
and explosive varieties and can easily
punch through aircraft fuselages, fuel
tanks, and engines. Under current U.S.
law, .50-caliber sniper rifles can be pur-
chased by private individuals with only
minimal federal regulation. In fact,
these dangerous weapons are treated
the same as other long rifles including
shotguns, hunting rifles, and smaller
target rifles.

I am a cosponsor of the Fifty-Caliber
Sniper Weapon Regulation Act intro-
duced by Senator FEINSTEIN. This bill
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would reclassify .50-caliber rifles under
the National Firearms Act, NFA, treat-
ing them the same as other high-pow-
ered or especially lethal firearms like
machineguns and sawed off shotguns.
Among other things, reclassification of
.50-caliber sniper rifles under the NFA
would subject them to new require-
ments, including registration with fed-
eral authorities. These additional re-
quirements would help law enforce-
ment officials identify ‘‘straw pur-
chasers’ and other sources of illegally
trafficked .50-caliber rifles recovered in
Mexico more easily.

The United States has a responsi-
bility to do what it can to help prevent
the illegal export of dangerous fire-
arms outside of our borders. By enact-
ing commonsense legislation, like the
Fifty-Caliber Sniper Weapon Regula-
tion Act and the Assault Weapons Ban,
we can improve the security of commu-
nities in the United States, as well as
those in neighboring countries.

————

FEDERAL DEPOSIT INSURANCE
CORPORATION

Mr. JOHNSON. Mr. President, last
year, I joined with Senators ENZI,
HAGEL and ALLARD to introduce S. 1562,
the Safe and Fair Deposit Insurance
Act of 2005, legislation to overhaul and
reform this country’s deposit insurance
system. I also wish to thank Senator
BEN NELSON for joining us as a cospon-
Sor.

I have been closely tied to deposit in-
surance reform for many years, and I
am pleased to see that my strong com-
mitment to this issue will result in the
enactment of critical reforms that will
provide tangible benefits to financial
institutions and their customers. Many
of my colleagues on the Banking Com-
mittee will recall when I first intro-
duced the Main Street Act back in 2000.
We have come a long way since then.
The legislation that is now making its
way to President Bush’s desk is the re-
sult of many years of debate and care-
ful deliberation, and has garnered
strong bipartisan support along the
way.

The enactment of this legislation
will mark a notable milestone in the
history of banking and financial serv-
ices in this country. Deposit insurance
is one of the cornerstones of our coun-
try’s financial system, and it is espe-
cially critical to our Nation’s smaller
financial institutions and community
banks.

I am pleased that we are giving the
Federal Deposit Insurance Corporation
and the National Credit Union Admin-
istration the requisite tools to appro-
priately operate and manage the newly
merged deposit insurance fund and as-
sess premiums based on the risks that
institutions pose to the system. These
reforms were long overdue. It is imper-
ative that the framework of deposit in-
surance that was established to pro-
mote the stability and soundness of our
banking system not fall victim to the
political process or become static but
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rather be appropriately reformed and
dynamic enough to keep pace with the
evolution of that system.

The key reforms embodied in the leg-
islation will promote depositor con-
fidence by ensuring that depositors’
hard-earned money, from the funds
that cover daily living expenses to
funds they are saving for retirement
and a rainy day, will continue to be in-
sured against risks over which they
have no control.

By merging the bank insurance fund
with the savings association insurance
fund, we create a stronger and more di-
versified fund, and eliminate the possi-
bility for disparities in premiums be-
tween banks and thrifts. Implementing
a system of risk-based insurance pre-
miums will ensure that banks pay
based on the risk they pose to the sys-
tem, and the FDIC will be able to price
insurance premiums accordingly. By
increasing the level of coverage for re-
tirement accounts to $250,000, we are
adjusting for the real value of cov-
erage, and will promote financial sta-
bility for individual retirees. In the
current environment, with the uncer-
tainty surrounding Social Security and
pension benefits, it is critical that we
provide appropriate coverage for the
hard-working Americans who have
saved for their retirement and long-
term needs.

I would again like to recognize the
banking community in South Dakota
for the invaluable and critical role
they have played in this process over
the past b years. I truly appreciate the
input and recommendations that I have
received from the industry overall. I
would also like to thank Chairman
SHELBY, and Ranking Member SAR-
BANES for their leadership, Senators
ENZI, HAGEL and ALLARD for the many
hours of hard work, and former FDIC
Chairman Don Powell for his commit-
ment to deposit insurance reform and
tremendous leadership.

————————

ADDITIONAL STATEMENTS

RECOGNIZING THE COMMISSION
ON INDEPENDENT COLLEGES
AND UNIVERSITIES

® Mrs. CLINTON. Mr. President, I want
to take this opportunity to recognize a
remarkable organization, the Commis-
sion on Independent Colleges and Uni-
versities, cIcu, with which I have had
the pleasure of working closely in the
years since I was elected to the U.S.
Senate. I am delighted to announce
that this year clcu is celebrating its
50th anniversary. In 50 years of service,
cIcu has been at the forefront of every
major issue facing postsecondary edu-
cation in New York. With Abe
Lackman’s leadership, cIcu has been a
powerful champion for college access,
helping to increase opportunities for
thousands upon thousands of New
Yorkers.

clcu’s more than 100 members—pri-
vate, nonprofit colleges and univer-
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sities in New York—offer an excep-
tional educational experience, with
personalized attention, and world-class
faculty. New York is home to more of
the Nation’s top 100 colleges and uni-
versities than any other State and a
leading destination for students at-
tending college out of State. Because
of the hard work and commitment of
the people at clcu and throughout the
independent sector, cIlcu member cam-
puses have been pioneers in expanding
access to higher education in New
York, serving more low-income and mi-
nority students than many public high-
er education institutions. New York’s
independent colleges and universities
are also a robust economic engine, gen-
erating innovative ideas and sustaining
thousands of jobs—a fact that Abe
would never allow me to forget.

clcu schools enroll 452,000 students,
including 300,000 New Yorkers, employ
131,000 people with an annual payroll of
$6 billion, and generate $40 billion of
annual economic impact. From major
research universities to small faith-
based institutions, cIcu’s schools are
shaping the future of individual stu-
dents’ lives and New York’s economy.
So happy birthday cIcu. May your sec-
ond 50 years be as successful and pro-
ductive as your first 50.e

———

IN MEMORY OF WILLIAM
MATTHEW BYRNE, JR.

e Mrs. FEINSTEIN. Mr. President, I
would like to offer a few words in ob-
servance of the passing of U.S. District
Judge William Matthew Byrne, Jr., a
great legal mind and ambassador of
justice who nobly served our country
for over 30 years on the Federal bench.

I extend my deepest sympathy to the
family of Judge Byrne, his many
friends and colleagues, and the mem-
bers of the legal community every-
where who had come to know his talent
and charm. A giant in his field, Judge
Byrne tirelessly traveled the globe
teaching and promoting the rule of
law. His efforts touched countless indi-
viduals and left an immeasurable im-
pact on legal systems on an inter-
national scale.

After honorably serving our Nation
in the U.S. Air Force and amassing an
unparalleled 96 percent conviction
record as a U.S. attorney in Los Ange-
les, Judge Byrne was named head of
the Commission on Campus Unrest by
President Nixon. As head of the Com-
mission, Judge Byrne sought to bridge
the growing cultural divide that had
developed as a result of the war in
Vietnam.

The Commission’s report revealed
Judge Byrne’s unassailable judgment
and great courage. Bravely stepping
into the middle of the fray, he found
fault with students and police alike.
Judge Byrne’s work on the Commission
played an important role in reuniting
the country around our shared values.
His contribution was recognized in
1971, when he was confirmed to a Fed-
eral judgeship at the age of 40, making
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him at that time the youngest man in
America’s history to rise to this promi-
nent position.

Although he dealt with many high-
profile cases, Judge Byrne was most re-
membered for his courageous handling
of the trial of Daniel Ellsberg, the man
charged with releasing classified docu-
ments in the infamous Pentagon Pa-
pers case. The Government, he ruled,
did not have a case, and a mistrial was
declared.

In a time of rampant government
scandal and deep-seated corruption at
the highest levels of power, Judge
Byrne courageously stood up for his
convictions, sending the powerful mes-
sage that nobody was above the law.

““The totality of the circumstances in
this case,” Judge Byrne ruled, ‘‘offend
a sense of justice.” It is for this sense
of justice that Judge Byrne will always
be remembered.

Throughout his long and remarkable
career, Judge Byrne distinguished him-
self as a man of sound jurisprudence,
honor, and integrity. His lasting legacy
of sensible legal adjudication serves as
an inspiration to all Americans.

Once again, my heart goes out to
Judge Byrne’s family and all those who
knew him.

He will truly be missed.e

———

THE RETIREMENT OF TOM
CAMPBELL

o Mr. ROBERTS. Mr. President, I rise
to recognize the life work of Mr. Tom
Campbell as he retires from Dow
Agrosciences after more than 40 years
of dedicated service. Tom will leave a
legacy of leadership and a belief in the
unlimited potential of American agri-
culture.

Mr. Campbell joined the Dow Chem-
ical Company agriculture division in
1965 as a field representative servicing
corn and soybean producers in Illinois
and Missouri. From there, he trans-
ferred to Louisiana to work with pro-
ducers of sugar cane, rice, soybeans,
sweet potatoes, cotton, strawberries,
timber, and livestock. He moved to Ha-
waii in 1973 as manager for the com-
pany’s Hawaii operations where he
worked with sugar cane, pineapple, and
fresh fruit producers as well as cus-
tomers of product groups Dow served.
In 1975, Mr. Campbell was moved to
Midland, MI, to manage the market in-
troduction of a new insecticide into the
cotton and corn markets in North
America. Transferring to Dallas, TX,
he then managed product sales for
Texas, Oklahoma, New Mexico, Mon-
tana, North and South Dakota, Wyo-
ming, and Colorado. He then returned
to Michigan to manage the marketing
of agricultural products serving the
rangeland and industrial vegetation
markets of North America.

In 1989, he became the Federal Gov-
ernment Affairs manager, based in
Washington, DC. In this capacity, Mr.
Campbell has been responsible for Fed-
eral legislative activities, interfacing
with governmental agencies on regu-
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latory matters, continued involvement
and cooperation with domestic trade
associations, and support to business
development in other countries. Mr.
Campbell held this position until his
retirement on December 31, 2005.

On the home front, Tom and his wife
Lynda have raised two sons, been mem-
bers of the St. John’s Episcopal Church
of McLean, VA, and are active in nu-
merous community groups and boards,
from the Langley High School Boosters
Club to their local homeowners asso-
ciation.

In this business, there are people who
tell you what you want to hear and
people who tell you what you need to
hear. Tom Campbell has always been
someone who tells me and other Mem-
bers of Congress what we need to hear,
and I thank him for that.

The reason that I mention all these
things, the reason that Mr. Campbell
has had such a long and rich career, of
course can be traced back to his roots
on a wheat and cattle farm in Mitchell
County, KS, and the bachelor’s degree
in animal science he earned at Kansas
State University. Kansans join me in
celebrating the many accomplishments
of Tom Campbell.®

————

EXECUTIVE AND OTHER
COMMUNICATIONS

The following communications were
laid before the Senate, together with
accompanying papers, reports, and doc-
uments, and were referred as indicated:

EC-55620. A communication from the Assist-
ant Attorney General for Administration,
Department of Justice, transmitting, pursu-
ant to law, the Department’s Fiscal Year
2005 Competitive Sourcing Report; to the
Committee on the Judiciary.

EC-5521. A communication from the Prin-
cipal Deputy Director of National Intel-
ligence, transmitting, pursuant to law, a re-
port entitled ‘“‘Information Sharing Environ-
ment Interim Implementation Plan’; to the
Select Committee on Intelligence.

EC-5522. A communication from the Dep-
uty Chief for National Forest System, Forest
Service, Department of Agriculture, trans-
mitting, pursuant to law, the 2004 Report for
the Granite Watershed Enhancement and
Protection Stewardship Project; to the Com-
mittee on Agriculture, Nutrition, and For-
estry.

EC-55623. A communication from the Con-
gressional Review Coordinator, Animal and
Plant Health Inspection Service, Department
of Agriculture, transmitting, pursuant to
law, the report of a rule entitled ‘“Treatment
of Fruits and Vegetables” (Doc. No. 03-077-2)
received on January 28, 2006; to the Com-
mittee on Agriculture, Nutrition, and For-
estry.

EC-5524. A communication from the Con-
gressional Review Coordinator, Animal and
Plant Health Inspection Service, Department
of Agriculture, transmitting, pursuant to
law, the report of a rule entitled ‘“‘Tuber-
culosis in Cattle and Bison; State and Zone
Designations; Minnesota’ (Doc. No. 6-004-1)
received on January 31, 2006; to the Com-
mittee on Agriculture, Nutrition, and For-
estry.

EC-5525. A communication from the Con-
gressional Review Coordinator, Animal and
Plant Health Inspection Service, Department
of Agriculture, transmitting, pursuant to
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law, the report of a rule entitled ‘‘Add Ar-
gentina to the List of Regions Considered
Free of Exotic Newcastle Disease’ (Doc. No.
04-083-3) received on January 31, 2006; to the
Committee on Agriculture, Nutrition, and
Forestry.

EC-5526. A communication from the Sec-
retary of Health and Human Services, trans-
mitting, pursuant to law, the Report to Con-
gress on Adoption and Other Permanency
Outcomes for Children in Foster Care: Focus
on Older Children; to the Committee on
Health, Education, Labor, and Pensions.

EC-5527. A communication from the Assist-
ant Secretary for Civil Rights, Department
of Education, transmitting, pursuant to law,
the Department’s Office for Civil Rights Fis-
cal Year 2004 Annual Report; to the Com-
mittee on Health, Education, Labor, and
Pensions.

EC-5528. A communication from the Sec-
retary of Education, transmitting, pursuant
to law, the Department’s Fiscal Year 2005
Competitive Sourcing Report; to the Com-
mittee on Health, Education, Labor, and
Pensions.

EC-5529. A communication from the Dep-
uty Director of Communications and Legis-
lative Affairs, Equal Employment Oppor-
tunity Commission, transmitting, pursuant
to law, the Commission’s Fiscal Year 2005
Competitive Sourcing Report; to the Com-
mittee on Health, Education, Labor, and
Pensions.

EC-5530. A communication from the Assist-
ant Legal Adviser for Treaty Affairs, Depart-
ment of State, transmitting, pursuant to the
Case-Zablocki Act, 1 U.S.C. 112b, as amended,
the report of the texts and background state-
ments of international agreements, other
than treaties (List 06-09-06-20; to the Com-
mittee on Foreign Relations.

EC-5531. A communication from the Assist-
ant Secretary, Legislative Affairs, Depart-
ment of State, transmitting, pursuant to
law, the report of a rule entitled ‘‘Hague
Convention on Intercountry Adoption; Inter-
country Adoption Act of 2000; Accreditation
of Agencies; Approval of Persons’ (RIN1400-
AA88) received on January 28, 2006; to the
Committee on Foreign Relations.

EC-5532. A communication from the Assist-
ant Secretary, Legislative Affairs, Depart-
ment of State, transmitting, pursuant to
law, the report of a rule entitled ‘‘Inter-
country Adoption—Preservation of Conven-
tion Records’” (RIN1400-AB69) received on
January 28, 2006; to the Committee on For-
eign Relations.

EC-5533. A communication from the Assist-
ant Administrator, Bureau for Legislative
and Public Affairs, Agency for International
Development, transmitting, pursuant to law,
a report relative to competitive sourcing
programs; to the Committee on Foreign Re-
lations.

EC-5534. A communication from the Assist-
ant Secretary, Legislative Affairs, Depart-
ment of State, transmitting, pursuant to
law, the report relating to post-liberation
Iraq under Section 7 of the Iraq Liberation
Act of 1998 for the August 15, 2005 through
October 15, 2005 period; to the Committee on
Foreign Relations.

EC-5535. A communication from the Under
Secretary of Defense, Acquisition, Tech-
nology and Logistics, transmitting, pursuant
to law, a report relating to the report on the
amount of Department of Defense purchases
from foreign entities in fiscal year 2005; to
the Committee on Armed Services.

EC-5536. A communication from the Under
Secretary of Defense, Comptroller, transmit-
ting, pursuant to law, the report on the ac-
count balance in the Defense Cooperation
Account as of December 31, 2005 and a listing
of personal property contributed by coalition
partners to the Global War on Terrorism for
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the quarter ending December 31, 2005; to the
Committee on Armed Services.

EC-5537. A communication from the Team
Chief, Department of the Army, transmit-
ting, pursuant to law, the report of a rule en-
titled ‘“‘Personnel Review Board’ received on
January 26, 2006; to the Committee on Armed
Services.

EC-5538. A communication from the Acting
Director, Defense Procurement and Acquisi-
tion Policy, Department of Defense, trans-
mitting, pursuant to law, the report of a rule
entitled ‘‘Contracting by Negotiation”
(DFARS Case 2003-D077) received on January
31, 2006; to the Committee on Armed Serv-
ices.

EC-5539. A communication from the Acting
Director, Defense Procurement and Acquisi-
tion Policy, Department of Defense, trans-
mitting, pursuant to law, the report of a rule
entitled ‘‘Simplified Acquisition Proce-
dures” (DFARS Case 2003-D075) received on
January 31, 2006; to the Committee on Armed
Services.

EC-5540. A communication from the Acting
Director, Defense Procurement and Acquisi-
tion Policy, Department of Defense, trans-
mitting, pursuant to law, the report of a rule
entitled ‘““Utility Rates Established by Regu-
latory Bodies” (DFARS Case 2003-D096) re-
ceived on January 31, 2006; to the Committee
on Armed Services.

EC-5541. A communication from the Acting
Director, Defense Procurement and Acquisi-
tion Policy, Department of Defense, trans-
mitting, pursuant to law, the report of a rule
entitled ‘‘Acquisition of Utility Services”
(DFARS Case 2003-D069) received on January
31, 2006; to the Committee on Armed Serv-
ices.

EC-5542. A communication from the Act-
ing, Director, Defense Procurement and Ac-
quisition Policy, Department of Defense,
transmitting, pursuant to law, the report of
a rule entitled ‘‘Specialized Service Con-
tracting” (DFARS Case 2003-D041) received
on January 31, 2006; to the Committee on
Armed Services.

EC-55643. A communication from the Acting
Director, Defense Procurement and Acquisi-
tion Policy, Department of Defense, trans-
mitting, pursuant to law, the report of a rule
entitled ‘“‘Department of Defense Mentor-
Protege Program’” (DFARS Case 2004-D028)
received on January 31, 2006; to the Com-
mittee on Armed Services.

EC-5544. A communication from the Chair-
man, Medicare Payment Advisory Commis-
sion, transmitting, pursuant to law, a report
entitled ‘“‘Effects of Medicare Payment
Changes on Oncology Services’’; to the Com-
mittee on Finance.

EC-5545. A communication from the Assist-
ant Secretary for Import Administration, Al-
ternate Chairman, Department of Com-
merce, transmitting, pursuant to law, the
Fiscal Year 2004 Foreign-Trade Zones Board
Report; to the Committee on Finance.

EC-5546. A communication from the Regu-
lations Officer, Social Security Administra-
tion, transmitting, pursuant to law, the re-
port of a rule entitled ‘‘Revised Medical Cri-
teria for Evaluating Cardiovascular Impair-
ments’”’ (RIN0960-AD48) received on January
31, 2006; to the Committee on Finance.

EC-5547. A communication from the Regu-
lations Coordinator, Centers for Medicare
and Medicaid Services, Department of
Health and Human Services, transmitting,
pursuant to law, the report of a rule entitled
‘“Medicare Program; Payment for Res-
piratory Assist Devices With Bi-level Capa-
bility and a Backup Date” (RIN0938-ANO02)
received on January 31, 2006; to the Com-
mittee on Finance.

EC-5548. A communication from the Chief,
Publications and Regulations Branch, Inter-
nal Revenue Service, Department of the
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Treasury, transmitting, pursuant to law, the
report of a rule entitled ‘‘Bureau of Labor
Statistics Price Indexes for Department
Stores—November 2005’ (Rev. Rul. 2006-6) re-
ceived on January 31, 2006; to the Committee
on Finance.

EC-5549. A communication from the Chief,
Publications and Regulations Branch, Inter-
nal Revenue Service, Department of the
Treasury, transmitting, pursuant to law, the
report of a rule entitled ‘‘Allocation and Ap-
portionment of Expenses; Alternative Meth-
od for Determining Tax Book Value of As-
sets’” (TDY9247) received on January 31, 2006;
to the Committee on Finance.

EC-5550. A communication from the Chief,
Publications and Regulations Branch, Inter-
nal Revenue Service, Department of the
Treasury, transmitting, pursuant to law, the
report of a rule entitled ‘‘Clarification of
Definitions” ((RIN1545-BD37)(TD9246)) re-
ceived on January 31, 2006; to the Committee
on Finance.

EC-5551. A communication from the Chief,
Publications and Regulations Branch, Inter-
nal Revenue Service, Department of the
Treasury, transmitting, pursuant to law, the
report of a rule entitled ‘‘Provisions Regard-
ing Cross-border Transactions” ((RIN1545—
BA65)(TD9243)) received on January 31, 2006;
to the Committee on Finance.

EC-5552. A communication from the Assist-
ant Secretary of the Army (Civil Works),
transmitting, pursuant to law, a report rel-
ative to the construction of a hurricane and
storm damage reduction project for the Dare
County Beaches, North Carolina; to the Com-
mittee on Environment and Public Works.

EC-5553. A communication from the Assist-
ant Secretary of the Army (Civil Works),
transmitting, pursuant to law, a report rel-
ative to the Indian River Lagoon—South,
ecosystem restoration project, which is lo-
cated in Martin, St. Lucie, and Lake Okee-
chobee Counties, Florida; to the Committee
on Environment and Public Works.

EC-55654. A communication from the Chair-
man, Nuclear Regulatory Commission, trans-
mitting, pursuant to law, the Commission’s
November 2005 monthly report on the status
of its licensing and regulatory duties; to the
Committee on Environment and Public
Works.

EC-556565. A communication from the Gen-
eral Manager, Defense Nuclear Facilities
Safety Board, transmitting, pursuant to law,
the Board’s Fiscal Year 2005 Competitive
Sourcing Report; to the Committee on En-
ergy and Natural Resources.

EC-55656. A communication from the Assist-
ant Secretary for Fish and Wildlife and
Parks, Department of the Interior, transmit-
ting, pursuant to law, the report of a draft
joint resolution entitled ‘“‘Approving the Lo-
cation of a Dwight D. Eisenhower Memorial
in the Nation’s Capital”’; to the Committee
on Energy and Natural Resources.

EC-55657. A communication from the Ad-
ministrator and Chief Executive Officer, De-
partment of Energy, transmitting, pursuant
to law, the Bonneville Power Administra-
tion’s 2005 Annual Report; to the Committee
on Energy and Natural Resources.

EC-556568. A communication from the Sec-
retary of Energy, transmitting, pursuant to
law, a report entitled ‘‘Solar and Wind Tech-
nologies for Hydrogen Production’; to the
Committee on Energy and Natural Re-
sources.

EC-5559. A communication from the Chief
Human Capital Officer/Director, Human Re-
sources, Department of Energy, transmit-
ting, pursuant to law, the report of action on
a nomination for the position of Assistant
Secretary, Fossil Energy , received on Janu-
ary 31, 2006; to the Committee on Energy and
Natural Resources.

EC-5560. A communication from the Gen-
eral Counsel, Federal Energy Regulatory
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Commission, transmitting, pursuant to law,
the report of a rule entitled ‘‘Transactions
Subject to FPA Section 203 (Docket No.
RMO05-34-000) received on January 31, 2006; to
the Committee on Energy and Natural Re-
sources.

EC-5561. A communication from the Acting
Deputy Chief Financial Officer, Department
of Housing and Urban Development, trans-
mitting, pursuant to law, the Department’s
Fiscal Year 2005 Competitive Sourcing Re-
port; to the Committee on Banking, Housing,
and Urban Affairs.

EC-5562. A communication from the Acting
Director, Federal Emergency Management
Agency, Department of Homeland Security,
transmitting, pursuant to law, a report that
funding for the State of Florida as a result of
Tropical Storm Rita on September 18—Octo-
ber 23, 2005, has exceeded $5,000,000; to the
Committee on Banking, Housing, and Urban
Affairs.

EC-5563. A communication from the Sec-
retary of Commerce, transmitting, pursuant
to law, the Department’s 2006 Report on For-
eign Policy-Based Export Controls; to the
Committee on Banking , Housing, and Urban
Affairs.

EC-5564. A communication from the Sec-
retary of Commerce, transmitting, pursuant
to law, the Department’s annual report on
the Emergency Oil and Gas Guaranteed Loan
Program; to the Committee on Banking,
Housing, and Urban Affairs.

EC-5565. A communication from the Sec-
retary of Commerce, transmitting, pursuant
to law, the Department’s annual report on
the Emergency Steel Loan Guarantee Pro-
gram; to the Committee on Banking, Hous-
ing, and Urban Affairs.

EC-5566. A communication from the Asso-
ciate General Counsel for Legislation and
Regulations, Office of Housing, Department
of Housing and Urban Development, trans-
mitting, pursuant to law, the report of a rule
entitled ‘‘Renewal of Expiring Section 8
Project-Based Assistance Contracts”
((RIN2502-AH47)(FR-4551-F-01)) received on
January 31, 2006; to the Committee on Bank-
ing, Housing, and Urban Affairs.

EC-5567. A communication from the Gen-
eral Counsel, Federal Emergency Manage-
ment Agency, Department of Homeland Se-
curity, transmitting, pursuant to law, the re-
port of a rule entitled ‘‘Suspension of Com-
munity Eligibility” (FEMA-7903) received on
January 31, 2006; to the Committee on Bank-
ing, Housing, and Urban Affairs.

EC-5568. A communication from the Gen-
eral Counsel, National Credit Union Admin-
istration, transmitting, pursuant to law, the
report of a rule entitled ‘‘Post-Employment
Restrictions for Certain NCUA Examiners”
(12 CFR Part 796) received on January 31,
2006; to the Committee on Banking, Housing,
and Urban Affairs.

EC-5569. A communication from the Acting
Senior Procurement Executive, General
Service Administration, transmitting, pursu-
ant to law, the report of a rule entitled
“Federal Acquisition Regulation; Federal
Acquisition Circular 2005-07’ (FAC2005-07)
received on January 31, 2006; to the Com-
mittee on Homeland Security and Govern-
mental Affairs.

EC-5570. A communication from the Direc-
tor, Trade and Development Agency, trans-
mitting, pursuant to law, the report on the
amount of acquisitions made by the agency
from entities that manufacture the articles,
materials,or supplies outside of the United
States during fiscal years 2004 and 2005; to
the Committee on Homeland Security and
Governmental Affairs.

EC-5571. A communication from the Chair-
man, National Labor Relations Board, trans-
mitting, pursuant to law, the report on the
amount of acquisitions made by the agency
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from entities that manufacture the articles,
materials, or supplies outside of the United
States for fiscal year 2005; to the Committee
on Homeland Security and Governmental Af-
fairs.

EC-5572. A communication from the Fed-
eral Co-Chair, Appalachian Regional Com-
mission, transmitting, pursuant to law, the
report on the amount of acquisitions made
by the agency from entities that manufac-
ture the articles, materials, or supplies out-
side of the United States for fiscal years 2003,
2004, 2005, and 2006; to the Committee on
Homeland Security and Governmental Af-
fairs.

EC-5573. A communication from the Chair-
man, Postal Rate Commission, transmitting,
pursuant to law, the Commission’s Report
required by the Government in the Sunshine
Act for calendar year 2005; to the Committee
on Homeland Security and Governmental Af-
fairs.

EC-5574. A communication from the Chair-
man, Occupational Safety and Health Review
Commission, transmitting, pursuant to law,
the report on the amount of acquisitions
made by the agency from entities that man-
ufacture the articles, materials, or supplies
outside of the United States for fiscal year
2005; to the Committee on Homeland Secu-
rity and Governmental Affairs.

EC-5575. A communication from the Colo-
nel, Corps of Engineers and Secretary, Mis-
sissippi River Commission, transmitting,
pursuant to law, the Commission’s report as
required by the Government in the Sunshine
Act for calendar year 2005; to the Committee
on Homeland Security and Governmental Af-
fairs.

EC-5576. A communication from the Chair-
man, Broadcasting Board of Governors,
transmitting, pursuant to law, the report on
the amount of acquisitions made by the
agency from entities that manufacture the
articles, materials, or supplies outside of the
United States for fiscal year 2004; to the
Committee on Homeland Security and Gov-
ernmental Affairs.

EC-5577. A communication from the Chair-
man and Chief Executive Officer, Farm Cred-
it Administration, transmitting, pursuant to
law, the Administrations report as required
by the Government in the Sunshine Act for
calendar year 2005; to the Committee on
Homeland Security and Governmental Af-
fairs.

EC-5578. A communication from the Comp-
troller General, Government Accountability
Office, transmitting, pursuant to law, a re-
port concerning GAO’s Performance and Ac-
countability Highlights for fiscal year 2005;
to the Committee on Homeland Security and
Governmental Affairs.

EC-5579. A communication from the Chair-
man, Federal Maritime Commission, trans-
mitting, pursuant to law, the Commission’s
Fiscal Year 2005 Competitive Sourcing Ef-
forts Report; to the Committee on Com-
merce, Science, and Transportation.

EC-5580. A communication from the Acting
Deputy Director, Bureau of Transportation
Statistics, Department of Transportation ,
transmitting, pursuant to law, the Bureau’s
Transportation Statistics Annual Report; to
the Committee on Commerce, Science, and
Transportation.

EC-5581. A communication from the Acting
Deputy Assistant Administrator for Regu-
latory Programs, Office of Sustainable Fish-
eries, National Oceanic and Atmospheric Ad-
ministration, Department of Commerce,
transmitting, pursuant to law, the report of
a rule entitled ‘‘Fisheries of the North-
eastern United States; Atlantic Bluefish and
Summer Flounder Fisheries” (RIN0648-AT50)
received on January 31, 2006; to the Com-
mittee on Commerce, Science, and Transpor-
tation.
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EC-5582. A communication from the Dep-
uty Assistant Administrator for Operations,
Office of Sustainable Fisheries, National
Oceanic and Atmospheric Administration,
Department of Commerce, transmitting, pur-
suant to law, the report of a rule entitled
‘“‘Fisheries of the Exclusive Economic Zone
Off Alaska; Cape Sarichef Research Restric-
tion Area Opening for the Groundfish Fish-
eries of the Bering Sea and Aleutian Islands
Management  Area’” ((RIN0648-AT54)(1.D.
100705C)) received on January 31, 2006; to the
Committee on Commerce, Science, and
Transportation.

EC-5583. A communication from the Acting
Director, Office of Sustainable Fisheries, Na-
tional Oceanic and Atmospheric Administra-
tion, Department of Commerce, transmit-
ting, pursuant to law, the report of a rule en-
titled ““‘Fisheries of the Exclusive Economic
Zone Off Alaska; Pacific Cod by Catcher Ves-
sels 60 feet (18.3 Meters) Length Overall and
Longer Using Hook-and-line Gear in the Ber-
ing Sea and Aleutian Islands Management
Area” (I.D. 120705A) received on January 31,
2006; to the Committee on Commerce,
Science, and Transportation.

EC-5584. A communication from the Direc-
tor, Office of Sustainable Fisheries, National
Oceanic and Atmospheric Administration,
Department of Commerce, transmitting, pur-
suant to law, the report of a rule entitled
““Atlantic Highly Migratory Species; Atlan-
tic Bluefin Tuna Fisheries; Temporary Rule,
Inseason Retention Limit Adjustment”
(I1.D.010406B) received on January 31, 2006; to
the Committee on Commerce, Science, and
Transportation.

EC-5585. A communication from the Direc-
tor, Office of Sustainable Fisheries, National
Oceanic and Atmospheric Administration,
Department of Commerce, transmitting, pur-
suant to law, the report of a rule entitled
“Fisheries of the Northeastern United
States; Tilefish Fishery; Adjustment to the
Fishing Year 2006 Tilefish Full-time Tier 1
Permit Category Commercial Quota’ (I.D.
1229056B) received on January 31, 2006; to the
Committee on Commerce, Science, and
Transportation.

———

REPORTS OF COMMITTEES

The following reports of committees
were submitted:

By Mr. ENZI, from the Committee on
Health, Education, Labor, and Pensions,
without amendment:

S. 265. A bill to amend the Public Health
Service Act to add requirements regarding
trauma care, and for other purposes (Rept.
No. 109-215).

———

INTRODUCTION OF BILLS AND
JOINT RESOLUTIONS

The following bills and joint resolu-
tions were introduced, read the first
and second times by unanimous con-
sent, and referred as indicated:

By Mr. LEVIN (for himself and Ms.
STABENOW):

S. 2240. A bill to amend title XVIII to re-
form the Medicare prescription drug pro-
gram; to the Committee on Finance.

By Mrs. FEINSTEIN:

S. 2241. A bill for the relief of Carmen
Shahrzad Kulcsar; to the Committee on the
Judiciary.

By Mr. VITTER:

S. 2242. A bill to establish the policy of the
United States with respect to the deploy-
ment of missile defense systems capable of
defending allies of the United States against
ballistic missile attack; to the Committee on
Foreign Relations.
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By Mr. MENENDEZ:

S. 2243. A bill to make college more afford-
able by expanding and enhancing financial
aid options for students and their families
and providing loan forgiveness opportunities
for public service employees, and for other
purposes; to the Committee on Finance.

By Mr. MENENDEZ (for himself, Mr.
LAUTENBERG, and Mr. DURBIN):

S. 2244. A bill to provide funding and incen-
tives for caregiver support and long-term
care assistance; to the Committee on Fi-
nance.

————————

SUBMISSION OF CONCURRENT AND
SENATE RESOLUTIONS

The following concurrent resolutions
and Senate resolutions were read, and
referred (or acted upon), as indicated:

By Mr. LOTT (for himself and Mrs.
FEINSTEIN):

S. Res. 365. A resolution to provide a 60
vote point of order against out of scope ma-
terial in conference reports and open the
process of earmarks in the Senate; to the
Committee on Rules and Administration.

By Mr. INHOFE (for himself, Mr. COLE-
MAN, Mr. SANTORUM, Mr. DEMINT,
Mrs. HUTCHISON, Mr. DEWINE, Mr.
MARTINEZ, Mr. BOND, Mr. CHAMBLISS,
Mr. KyL, Mr. SPECTER, Mr. SMITH,
Mr. ROBERTS, Mr. ALLARD, Mr.
BURNS, Mr. BUNNING, Mr. ENSIGN, Mr.
McCAIN, Mr. SESSIONS, Mr. HATCH,
Mr. ENZI, Mr. BENNETT, Mr. GRASS-
LEY, Mr. CRAIG, Mr. MCCONNELL, Mr.
COBURN, Mr. FRIST, Mr. BROWNBACK,
Mr. VITTER, Mr. NELSON of Florida,
Ms. MIKULSKI, Mr. AKAKA, Mr. PRYOR,
Mr. CARPER, Mrs. LINCOLN, Mr. DAY-
TON, Mr. JEFFORDS, Ms. LANDRIEU,
Mr. ROCKEFELLER, Mr. SALAZAR, Mr.
NELSON of Nebraska, Mr. FEINGOLD,
Mr. KENNEDY, and Mr. LAUTENBERG):

S. Res. 366. A resolution affirming the im-
portance of increased international action
and a national week of prayer for the Ugan-
dan victims of Joseph Kony’s Lord’s Resist-
ance Army, and expressing the sense of the
Senate that Sudan, Uganda, and the inter-
national community bring justice and hu-
manitarian assistance to Northern Uganda
and that February 2 through 9, 2006 should be
designated as a national week of prayer and
reflection for the people of Uganda; consid-
ered and agreed to.

———

ADDITIONAL COSPONSORS

S. 368

At the request of Mr. LAUTENBERG,
the name of the Senator from New
York (Mr. SCHUMER) was added as a co-
sponsor of S. 368, a bill to provide as-
sistance to reduce teen pregnancy,
HIV/AIDS, and other sexually trans-
mitted diseases and to support healthy
adolescent development.

S. 424

At the request of Mr. BOND, the name
of the Senator from Louisiana (Ms.
LANDRIEU) was added as a cosponsor of
S. 424, a bill to amend the Public
Health Service Act to provide for ar-
thritis research and public health, and
for other purposes.

S. 438

At the request of Mr. ENSIGN, the
name of the Senator from Rhode Island
(Mr. REED) was added as a cosponsor of
S. 438, a bill to amend title XVIII of the
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Social Security Act to repeal the medi-
care outpatient rehabilitation therapy
caps.
S. 537
At the request of Mr. BINGAMAN, the
name of the Senator from New Jersey
(Mr. LAUTENBERG) was added as a co-
sponsor of S. 537, a bill to increase the
number of well-trained mental health
service professionals (including those
based in schools) providing clinical
mental health care to children and ado-
lescents, and for other purposes.
S. 709
At the request of Mr. DEWINE, the
name of the Senator from Illinois (Mr.
DURBIN) was added as a cosponsor of S.
709, a bill to amend the Public Health
Service Act to establish a grant pro-
gram to provide supportive services in
permanent supportive housing for
chronically homeless individuals, and
for other purposes.
S. 908
At the request of Mr. MCCONNELL,
the name of the Senator from North
Carolina (Mr. BURR) was added as a co-
sponsor of S. 908, a bill to allow Con-
gress, State legislatures, and regu-
latory agencies to determine appro-
priate laws, rules, and regulations to
address the problems of weight gain,
obesity, and health conditions associ-
ated with weight gain or obesity.
S. 1086
At the request of Mr. BYRD, his name
was added as a cosponsor of S. 1086, a
bill to improve the national program to
register and monitor individuals who
commit crimes against children or sex
offenses.
S. 1215
At the request of Mr. GREGG, the
name of the Senator from California
(Mrs. BOXER) was added as a cosponsor
of S. 1215, a bill to authorize the acqui-
sition of interests in underdeveloped
coastal areas in order better to ensure
their protection from development.
S. 1217
At the request of Mr. BINGAMAN, the
name of the Senator from Rhode Island
(Mr. REED) was added as a cosponsor of
S. 1217, a bill to amend title II of the
Social Security Act to phase out the
24-month waiting period for disabled
individuals to become eligible for medi-
care benefits, to eliminate the waiting
period for individuals with life-threat-
ening conditions, and for other pur-
poses.
S. 1263
At the request of Mr. BOND, the name
of the Senator from Texas (Mrs.
HUTCHISON) was added as a cosponsor of
S. 1263, a bill to amend the Small Busi-
ness Act to establish eligibility re-
quirements for business concerns to re-
ceive awards under the Small Business
Innovation Research Program.
S. 1321
At the request of Mr. SANTORUM, the
name of the Senator from Kansas (Mr.
BROWNBACK) was added as a cosponsor
of S. 1321, a bill to amend the Internal
Revenue Code of 1986 to repeal the ex-
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cise tax on telephone and other com-
munications.
S. 1575
At the request of Mr. BINGAMAN, the
name of the Senator from Indiana (Mr.
LUGAR) was added as a cosponsor of S.
1575, a bill to amend the Public Health
Service Act to authorize a demonstra-
tion program to increase the number of
doctorally-prepared nurse faculty.
S. 1698
At the request of Mr. KERRY, the
name of the Senator from Colorado
(Mr. SALAZAR) was added as a cospon-
sor of S. 1698, a bill to accelerate ef-
forts to develop vaccines for diseases
primarily affecting developing coun-
tries and for other purposes.
S. 1723
At the request of Ms. COLLINS, the
name of the Senator from Massachu-
setts (Mr. KERRY) was added as a co-
sponsor of S. 1723, a bill to amend the
Magnuson-Stevens Fishery Conserva-
tion and Management Act to establish
a grant program to ensure waterfront
access for commercial fishermen, and
for other purposes.
S. 1881
At the request of Mrs. FEINSTEIN, the
name of the Senator from New York
(Mr. SCHUMER) was added as a cospon-
sor of S. 1881, a bill to require the Sec-
retary of the Treasury to mint coins in
commemoration of the Old Mint at San
Francisco otherwise known as the
“Granite Lady’, and for other pur-
poses.
S. 2178
At the request of Mr. SCHUMER, the
name of the Senator from California
(Mrs. FEINSTEIN) was added as a co-
sponsor of S. 2178, a bill to make the
stealing and selling of telephone
records a criminal offense.
S. 2180
At the request of Mr. DoDD, his name
was added as a cosponsor of S. 2180, a
bill to provide more rigorous require-
ments with respect to disclosure and
enforcement of ethics and Ilobbying
laws and regulations, and for other
purposes.
S. 2182
At the request of Mr. ISAKSON, the
name of the Senator from Idaho (Mr.
CRAPO) was added as a cosponsor of S.
2182, a bill to terminate the Internal
Revenue Code of 1986, and for other
purposes.
S. 2201
At the request of Mr. OBAMA, the
name of the Senator from Delaware
(Mr. CARPER) was added as a cosponsor
of S. 2201, a bill to amend title 49,
United States Code, to modify the me-
diation and implementation require-
ments of section 40122 regarding
changes in the Federal Aviation Ad-
ministration personnel management
system, and for other purposes.
S. 2231
At the request of Mr. BYRD, the
names of the Senator from Illinois (Mr.
OBAMA), the Senator from Iowa (Mr.
HARKIN) and the Senator from Illinois

S511

(Mr. DURBIN) were added as cosponsors
of S. 2231, a bill to direct the Secretary
of Labor to prescribe additional coal
mine safety standards, to require addi-
tional penalties for habitual violators,
and for other purposes.

S. 2235

At the request of Mr. SCHUMER, the
names of the Senator from Nebraska
(Mr. HAGEL), the Senator from South
Carolina (Mr. GRAHAM), the Senator
from Mississippi (Mr. COCHRAN) and the
Senator from Massachusetts (Mr. KEN-
NEDY) were added as cosponsors of S.
2235, a bill to posthumously award a
congressional gold medal to Constance
Baker Motley.

S. CON. RES. 69

At the request of Mr. ISAKSON, the
name of the Senator from Nebraska
(Mr. HAGEL) was added as a cosponsor
of S. Con. Res. 69, a concurrent resolu-
tion supporting the goals and ideals of
a Day of Hearts, Congenital Heart De-
fect Day in order to increase awareness
about congenital heart defects, and for
other purposes.

S. RES. 182

At the request of Mr. COLEMAN, the
name of the Senator from New York
(Mr. SCHUMER) was added as a cospon-
sor of S. Res. 182, a resolution sup-
porting efforts to increase childhood
cancer awareness, treatment, and re-
search.

S. RES. 320

At the request of Mr. ENSIGN, the
name of the Senator from Nevada (Mr.
REID) was added as a cosponsor of S.
Res. 320, a resolution calling on the
President to ensure that the foreign
policy of the United States reflects ap-
propriate understanding and sensi-
tivity concerning issues related to
human rights, ethnic cleansing, and
genocide documented in the TUnited
States record relating to the Armenian
Genocide.

S. RES. 355

At the request of Mrs. MURRAY, her
name was added as a cosponsor of S.
Res. 355, a resolution honoring the
service of the National Guard and re-
questing consultation by the Depart-
ment of Defense with Congress and the
chief executive officers of the States
prior to offering proposals to change
the National Guard force structure.

At the request of Mr. NELSON of Ne-
braska, the names of the Senator from
Mississippi (Mr. LOTT) and the Senator
from Kansas (Mr. BROWNBACK) were
added as cosponsors of S. Res. 355,
supra.

S. RES. 357

At the request of Mr. McCAIN, the
name of the Senator from North Caro-
lina (Mr. BURR) was added as a cospon-
sor of S. Res. 357, a resolution desig-
nating January 2006 as ‘‘National Men-
toring Month’.

S. RES. 359

At the request of Ms. LANDRIEU, the
name of the Senator from Idaho (Mr.
CRAIG) was added as a cosponsor of S.
Res. 359, a resolution concerning the
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Government of Romania’s ban on inter-
country adoptions and the welfare of
orphaned or abandoned children in Ro-
mania.
AMENDMENT NO. 2697
At the request of Mr. NELSON of Flor-
ida, the names of the Senator from
South Dakota (Mr. JOHNSON), the Sen-
ator from Ohio (Mr. DEWINE) and the
Senator from New Jersey (Mr. MENEN-
DEZ) were added as cosponsors of
amendment No. 2697 intended to be pro-
posed to H.R. 4297, a bill to provide for
reconciliation pursuant to section
201(b) of the concurrent resolution on
the budget for fiscal year 2006.
AMENDMENT NO. 2698
At the request of Mr. BINGAMAN, the
names of the Senator from South Da-
kota (Mr. JOHNSON), the Senator from
New Jersey (Mr. LAUTENBERG) and the
Senator from Colorado (Mr. SALAZAR)
were added as cosponsors of amend-
ment No. 2698 intended to be proposed
to H.R. 4297, a bill to provide for rec-
onciliation pursuant to section 201(b)
of the concurrent resolution on the
budget for fiscal year 2006.
AMENDMENT NO. 2699
At the request of Mr. LAUTENBERG,
the names of the Senator from Massa-
chusetts (Mr. KENNEDY), the Senator
from Minnesota (Mr. DAYTON) and the
Senator from Wisconsin (Mr. KOHL)
were added as cosponsors of amend-
ment No. 2699 intended to be proposed
to H.R. 4297, a bill to provide for rec-
onciliation pursuant to section 201(b)
of the concurrent resolution on the
budget for fiscal year 2006.

———

STATEMENTS ON INTRODUCED
BILLS AND JOINT RESOLUTIONS

by Mr. LEVIN (for himself and
Ms. STABENOW):

S. 2240. A bill to amend title XVIII to
reform the Medicare prescription drug
program; to the Committee on Fi-
nance.

Mr. LEVIN. Mr. President, today I
am introducing ‘‘The Medicare Part D
Reform Act of 2006.” This bill is nec-
essary to address some of the major
problems in the Medicare prescription
drug benefit that took effect on Janu-
ary 1 of this year. As we all know, the
reaction of our seniors has been wide-
spread disappointment, mass confusion
and downright anger.

Let me describe some of the problems
that I am hearing from people in
Michigan about this new Medicare pre-
scription drug benefit.

First, many drug companies have
previously issued discount cards and
are currently providing drugs to low-
income people and seniors at a nominal
or no cost. These are individuals usu-
ally at 200 percent of the Federal pov-
erty level, which is 19,600 for a single
person or $26,400 for a couple, while to
qualify for the Medicare low-income
subsidy, their income must be $14,700
for a single person or $19,800 for a cou-
ple. Many of these programs are being
discontinued, and seniors are losing a
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vital method of obtaining low cost pre-
scription drugs.

Second, prescription drug plans can
drop a drug from its list of covered
drugs with 60 days notice at any time
during the calendar year. This is par-
ticularly egregious for a senior who re-
lied on a particular medication being
available and covered when the senior
chose that particular plan.

Third, the situation of so-called
““‘dual eligibles” is clearly worse now
than before enactment of the prescrip-
tion drug benefit. These are former
Medicaid beneficiaries who are being
forced into Medicare prescription drug
coverage, often putting them in plans
with more restrictive formularies and
higher co-payments, in other words
leaving them worse off.

Fourth, many Michigan residents are
retirees from good paying jobs and cur-
rently have a good prescription drug
plan. This has changed for the worse
with the creation of the new Medicare
prescription drug benefit because many
companies have decided to scale back
or eliminate that retiree coverage. As a
result, many of those retirees are
worse off than they were before the bill
became law.

Fifth, Medicare is specifically barred
from negotiating lower drug prices for
all of its beneficiaries.

Finally, the coverage gap from $2,250—
$3,600 in prescription drug expenses per
year, commonly referred to as the
““doughnut hole,” is unconscionable.
Many seniors do not yet understand
that this huge coverage gap is looming
in their future and that during this
gap, they are still expected to pay their
monthly premiums, although they are
getting no prescription drug coverage
assistance.

To address many of these concerns I,
along with my colleague Senator
STABENOW, today am introducing the
Medicare Part D Reform Act of 2006,
and I hope the Senate will immediately
consider these positive reforms. My
legislation has four goals and I will
briefly outline them.

First, this legislation would prohibit
prescription drug plans from removing
drugs from the plan’s list of covered
drugs until January 1 of the following
year. This will give seniors the oppor-
tunity to make an informed decision
during open enrollment at the end of
each year if one plan decides to remove
a particular drug from the plan.

Second, my legislation clearly states
that the discount cards that pharma-
ceutical companies are providing to
our lower income seniors are permis-
sible and that seniors should be al-
lowed to participate in these programs.
There has been some confusion as to
whether companies can legally con-
tinue these programs and, if companies
do continue their assistance, questions
have arisen as to whether that assist-
ance will count towards the ‘‘true-out-
of-pocket’” costs for that beneficiary,
which plunges them into the ‘‘dough-
nut hole” when they reach $2,250. My
legislation mandates that there will be
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no negative consequences for pharma-
ceutical companies continuing to pro-
vide discount cards to our low-income
seniors.

Third, my legislation would allow
former Medicaid beneficiaries now re-
ceiving their medications under Medi-
care to continue to receive their pre-
scription drugs even if they cannot
meet the worsened co-payment require-
ments.

Lastly, the legislation would specifi-
cally give the Federal Government the
authority to negotiate lower prescrip-
tion drug prices for our seniors. Cur-
rent Medicare law prohibits the De-
partment of Health and Human Serv-
ices from negotiating lower prices, as
we do for veterans in our VA health
programs. As a result, Medicare bene-
ficiaries do not have the benefit of the
bargaining power of Medicare.

All of us are hearing from our con-
stituents that we need to improve
Medicare Part D. Congress needs to ful-
fill the promise it made that Medicare
Part D would lower prescription drug
prices, not increase them. This bill will
help us begin to keep that promise.

I ask unanimous consent that the
text of the bill be printed in the
RECORD.

There being no objection, the text of
the bill was ordered to be printed in
the RECORD, as follows:

S. 2240

Be it enacted by the Senate and House of Rep-
resentatives of the United States of America in
Congress assembled,

SECTION 1. SHORT TITLE.

This Act may be cited as the ‘‘Medicare
Part D Reform Act of 2006”".

SEC. 2. REMOVAL OF COVERED PART D DRUGS
FROM THE PRESCRIPTION DRUG
PLAN FORMULARY.

Section 1860D-4(b)(3)(E) of the Social Secu-
rity Act (42 U.S.C. 139%5w-104(b)(3)(E)) is
amended to read as follows:

“(E) REMOVING DRUG FROM FORMULARY OR
CHANGING PREFERRED OR TIER STATUS OF
DRUG.—

(i) LIMITATION ON REMOVAL OR CHANGE.—
Beginning with 2006, the PDP sponsor of a
prescription drug plan may not remove a
covered part D drug from the plan formulary
or change the preferred or tiered cost-shar-
ing status of such a drug other than during
the period beginning on September 1 and
ending on October 31. Subject to clause (ii),
such removal or change shall only be effec-
tive beginning on January 1 of the imme-
diately succeeding calendar year.

‘(ii) NOTICE.—Any removal or change
under this subparagraph shall not take effect
unless appropriate notice is made available
(such as under subsection (a)(3)) to the Sec-
retary, affected enrollees, physicians, phar-
macies, and pharmacists. Such notice shall
ensure that such information is made avail-
able prior to the annual, coordinated open
election period described in section
1851(e)(3)(B)(iii), as applied under section
1860D-1(b)(1)(B)(iii).”.

SEC. 3. PHARMACEUTICAL PATIENT ASSISTANCE
PROGRAMS.

(a) PROVIDING A SAFE HARBOR FOR PHARMA-
CEUTICAL PATIENT ASSISTANCE PROGRAMS.—
Section 1128B(b)(3) of the Social Security
Act (42 U.S.C. 1320a-Th(b)(3)) is amended—

(1) in subparagraph (G)—

(A) by inserting ‘‘or under a patient assist-
ance program (including a pharmaceutical
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manufacturer patient assistance program)”’

after ‘‘Indian organizations)’’; and

(B) by striking ‘‘and’ at the end;

(2) in subparagraph (H), as added by section
237(d) of the Medicare Prescription Drug, Im-
provement, and Modernization Act of 2003
(Public Law 108-173; 117 Stat. 2213)—

(A) by moving such subparagraph 2 ems to
the left; and

(B) by striking the period at the end and
inserting ‘‘; and’’; and

(3) by redesignating subparagraph (H), as
added by section 431(a) of the Medicare Pre-
scription Drug, Improvement, and Mod-
ernization Act of 2003 (Public Law 108-173; 117
Stat. 2287), as subparagraph (I) and moving
such subparagraph 2 ems to the left.

(b) EXCLUSION OF EXPENDITURES UNDER
CERTAIN PHARMACY ASSISTANCE PROGRAMS
FrOM TROOP.—Section 1860D-2(b)(4)(C)(ii) of
such Act (42 U.S.C. 1395w-102(b)(4)(C)(ii)) is
amended by inserting ‘‘under a pharma-
ceutical manufacturer patient assistance
program,’’ after ‘‘a group health plan,”.

(c) EFFECTIVE DATE.—The amendments
made by this section shall take effect on the
date of enactment of this Act.

SEC. 4. PROTECTION AGAINST COST-SHARING
FOR FULL-BENEFIT DUAL ELIGIBLE
INDIVIDUALS.

(a) IN GENERAL.—Section 1860D-
14(a)(1)(D)(ii) of the Social Security Act (42
U.S.C. 1395w-114(a)(1)(D)(ii)) is amended—

(1) in the heading, by striking ‘“LOWEST IN-
COME”’;

(2) by striking ‘‘and whose income does not
exceed 100 percent of the poverty line appli-
cable to a family of the size involved’’; and

(3) by adding at the end the following new
sentence: ‘‘In the case of an individual who is
unable to pay the copayment applicable
under the preceding sentence, such copay-
ment shall be waived.”

(b) EFFECTIVE DATE.—The amendments
made by this section shall apply to drugs dis-
pensed on or after the date of enactment of
this Act.

SEC. 5. NEGOTIATING FAIR PRICES FOR MEDI-
CARE PRESCRIPTION DRUGS.

(a) IN GENERAL.—Section 1860D-11 of the
Social Security Act (42 U.S.C. 1395w-111) is
amended by striking subsection (i) (relating
to noninterference) and by inserting the fol-
lowing new subsection:

‘(1) AUTHORITY TO NEGOTIATE PRICES WITH
MANUFACTURERS.—In order to ensure that
beneficiaries enrolled under prescription
drug plans and MA-PD plans pay the lowest
possible price, the Secretary shall have au-
thority similar to that of other Federal enti-
ties that purchase prescription drugs in bulk
to negotiate contracts with manufacturers of
covered part D drugs, consistent with the re-
quirements and in furtherance of the goals of
providing quality care and containing costs
under this part.”.

(b) EFFECTIVE DATE.—The amendment
made by this section shall take effect on the
date of enactment of this Act.

By Mrs. FEINSTEIN:

S. 2241. A bill for the relief of Carmen
Shahrzad Kulcsar; to the Committee on
the Judiciary.

Mrs. FEINSTEIN. Mr. President, I
offer today private relief legislation to
provide lawful permanent residence
status to Carmen Shahrzad Kulcsar, a
15-year-old Australian national cur-
rently living with her aunt and uncle
in San Marcos, CA.

I have decided to offer private relief
legislation on Carmen’s behalf because
I believe that removal from the United
States would not only be tragically un-
fair to her, but also to her aunt and
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uncle who have taken Carmen into
their home and treated her like a
daughter after the tragic events that
brought her to America. Furthermore,
Carmen’s removal could put her aunt’s,
her uncle’s, and her own life in grave
danger.

Carmen’s parents separated due to
physical abuse, alcohol abuse, and alle-
gations of affairs. In 1992, at the young
age of two, Carmen witnessed her fa-
ther shoot her mother point blank
range in the head.

Her father—David Kulcsar—was con-
victed of murder and sentenced to 12 to
16 years in prison. Fortunately for Car-
men, her American aunt Manieh
Varner was granted sole guardianship
and custody of her niece by an Aus-
tralian court.

Carmen entered the United States on
a temporary Visitor’s Visa and has re-
sided here for the past 13 years with
her aunt and uncle.

Carmen is a model student at her
high school. She takes honor classes
and has worked hard to earn a cumu-
lative grade point average of 3.5. Her
report card has multiple comments re-
garding her outstanding citizenship
and as being a pleasure to have in
class.

Carmen is a member of the competi-
tive Academic Decathlon Team. Her fu-
ture can be a bright one and it is un-
likely that she will become a burden on
the State or Federal Government.

Carmen’s aunt has always wanted to
adopt her niece and begin the path to
legal residency. However, there has al-
ways been one problem. Carmen’s fa-
ther never wanted Carmen to go with
her aunt and made repeated threats for
revenge against Mrs. Varner. Adopting
Carmen requires notifying Mr. Kulcsar
about the adoption and Mrs. Varner be-
lieved always, as she does now, that
doing so would put her and Carmen’s
life in risk.

Mrs. Varner cannot pursue adoption
now because time constraints prevent
the process from being completed be-
fore Carmen’s 16th birthday; thus,
adoption would have no bearing for im-
migration purposes.

Mr. and Mrs. Varner have done their
best to try and create a life for Carmen
that would otherwise have been impos-
sible for her in Australia.

Both U.S. citizens, Mr. Varner is a
high school teacher while Mrs. Varner
is employed by the State of California’s
Department of Transportation. Along
with a daughter of their own, they have
made the best possible situation of a
horrible tragedy.

Unfortunately, if this private relief
bill is not approved, the choices avail-
able to Carmen are grim. Clearly it
would be impossible for her to go back
to Australia.

The only memory she has of that
country is the memory of her mother’s
murder at the hands of her father. The
only family in Australia is that of her
unstable, recently released from prison
father. She would be forced to live ille-
gally in the United States through no
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fault of her own. America is the only
land she has ever known. It is her
home.

Given these extraordinary and
unique facts, I offer this private relief
bill on behalf of Carmen Shahrzad
Kulcsar. We have the opportunity to
make a just and fitting solution for
this wonderful family. Therefore, I ask
my colleagues to support this private
relief bill.

I ask unanimous consent that the
text of the legislation be printed in the
RECORD.

There being no objection, the text of
the bill was ordered to be printed in
the RECORD, as follows:

S. 2241

Be it enacted by the Senate and House of Rep-
resentatives of the United States of America in
Congress assembled,

SECTION 1. PERMANENT RESIDENCE.

Notwithstanding any other provision of
law or any order, for purposes of the Immi-
gration and Nationality Act (8 U.S.C. 1101 et
seq.), Carmen Shahrzad Kulcsar shall be
deemed to have been lawfully admitted to
the United States for permanent residence as
of the date of enactment of this Act upon the
payment of the required visa fees.

SEC. 2. REDUCTION OF NUMBER OF AVAILABLE
VISAS.

Upon the granting of permanent residence
to Carmen Shahrzad Kulcsar under section 1,
the Secretary of State shall instruct the
proper officer to reduce by 1 the total num-
ber of immigrant visas available during the
current fiscal year to natives of the country
of the alien’s birth under section 203(a) of the
Immigration and Nationality Act (8 U.S.C.
1153(a)).

By Mr. MENENDEZ:

S. 2243. A bill to make college more
affordable by expanding and enhancing
financial aid options for students and
their families and providing loan for-
giveness opportunities for public serv-
ice employees, and for other purposes;
to the Committee on Finance.

By Mr. MENENDEZ (for himself,
Mr. LAUTENBERG, and Mr. DUR-

BIN):

S. 2244. A Dbill to provide funding and
incentives for caregiver support and
long-term care assistance; to the Com-
mittee on Finance.

Mr. MENENDEZ. Mr. President, I
rise today to introduce The Caregiver
Assistance and Relief Effort, CARE,
Act and the College Access and Afford-
ability Act because far too many fami-
lies today are squeezed by the demands
of caring for aging loved ones while
working to give their children what all
parents want for their kids—the oppor-
tunity to go to college and be success-
ful. As a son helping to care for a
mother with Alzheimer’s disease and
the proud parent of two college-age
kids, I know personally the
intergenerational demands families are
facing and the sacrifices they are mak-
ing to care for their loved ones. That’s
exactly why my first legislative initia-
tives in the United States Senate are
to make higher education and long-
term care more affordable and more ac-
cessible for New Jersey families and
families across the country.
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The CARE Act would provide tax
credits to those caring for ailing fam-
ily members and loved ones, and en-
courage individuals to plan and invest
in their own long-term care by offering
a tax deduction for long-term care in-
surance. In addition, it would double
the funding for the existing National
Family Caregiver Support Program,
which supports a wide range of impor-
tant services for older persons.

There are an estimated 44.4 million
caregivers in the U.S., which is 21 per-
cent of the adult population. My home
State of New Jersey has over 830,000
caregivers, ranking it 9th in the coun-
try.

Caregiving families face unique
strains. They are challenged with addi-
tional costs, and often caregivers must
sacrifice their job or cut back on their
hours at work. Almost 6 in 10 care-
givers either work or have worked
while providing care, and 62 percent of
caregivers report having had to make
work-related adjustments ranging from
going in late and leaving early to hav-
ing to give up work entirely. Care-
givers are also a valuable asset to
keeping health care costs down. They
are providing $257 billion in care annu-
ally, more than double the annual
spending on home care and nursing
home care combined. Their compas-
sion, dedication, and selflessness come
at a price to their families and are a
benefit to the greater good of our State
and Nation. This legislation is aimed
at addressing their hard work, sac-
rifice, and contributions to society.

The other bill I'm introducing today,
the College Access and Affordability
Act, will help open the doors to higher
education for more young people by
making financial assistance more flexi-
ble for students and by expanding and
enhancing existing financial aid op-
tions.

I know the difference a college edu-
cation can have on a young person’s
life. As the first in my family to go to
college, and later law school, I had op-
portunities that would not have been
available to me had I not been able to
g0 to college. But financing a higher
education was not an easy thing for my
family. Federal financial aid helped en-
sure that I could go to college and that
I could pursue my dreams. I know first-
hand the important benefits of receiv-
ing Federal aid—not only did it help
me finance my dreams of college, but it
also gave me the extra confidence that
I needed to succeed.

So, I am committed to ensuring that
other promising young people get the
same chance that I did and that we, as
a Nation, will be there to help everyone
in this country achieve their dreams of
college, regardless of background, race,
language, or income level. One of the
great foundations of this country is
that the doors of opportunity are open
to anyone who works hard. We must
follow through on that promise by pro-
viding a path for young people to have
access to and attend college. If we do
not lead the way to ensure that our
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colleges are full of the brightest minds
and fullest potential, we are failing to
prepare our future generations and we
are jeopardizing the future of our Na-
tion.

The College Access and Affordability
Act will make financial aid more flexi-
ble and accessible to more students,
such as extending Pell Grant eligibility
to students who attend school year-
round. It will also make substantial
changes to the Hope Scholarship Tax
Credit, a useful tool in helping cover
the costs of a higher education. Since
the Credit was enacted in 1997, the
maximum credit has not increased to
reflect the rising cost of tuition. This
bill would raise the award by $1,000 and
allow the credit to be claimed for all 4
years of college, instead of the current
2 years. It will also make more families
eligible for the credit by expanding the
eligibility limits.

Finally, in recognizing that many of
our communities are in need of quali-
fied individuals to serve in essential
public service positions, this bill would
help attract dedicated college grad-
uates who serve low-income commu-
nities in positions such as science,
math, bilingual, or special education
teachers; nurses; first responders; and
child welfare workers.

Too many students do not pursue a
college education because they think it
is out of their reach. We must commit
to providing sensible tools and ade-
quate resources so that financing a col-
lege education is not more of a burden
on families, and achieving the dreams
of a higher education is not beyond the
reach of our Nation’s young peobple.

On any given day, families across
New Jersey, and indeed, across this
country, face the daunting challenges
of making ends meet—putting food on
the table, clothing their children, and
putting a roof over their head. If that
weren’t enough, add the challenge of
trying to pay for college or care for an
aging parent, or in many cases, both,
and you have what many times is an
insurmountable challenge. But that’s
exactly what’s happening to more and
more people everyday. And the
intergenerational demands will only
increase as the baby boom generation
grows older and our life expectancy in-
creases. We need to work now to ad-
dress the challenges on both fronts—
from providing affordable long-term
care and encouraging future retirees to
plan for their own long-term care, to
ensuring that anyone who is willing to
work hard has the opportunity to go to
college and succeed. That’s what this
country is all about, and that’s why
I've made these initiatives my first pri-
orities in the U.S. Senate. I'm hopeful
that we will be able to work in a bipar-
tisan fashion to address these impor-
tant challenges facing American fami-
lies.

February 2, 2006
SUBMITTED RESOLUTIONS

SENATE RESOLUTION 365—TO PRO-
VIDE A 60 VOTE POINT OF
ORDER AGAINST OUT OF SCOPE
MATERIAL IN CONFERENCE RE-
PORTS AND OPEN THE PROCESS
OF EARMARKS IN THE SENATE

Mr. LOTT (for himself and Mrs. FEIN-
STEIN) submitted the following resolu-
tion; which was referred to the Com-
mittee on Rules and Administration

S. RES. 365

Resolved,

SECTION 1. OUT OF SCOPE MATTERS IN CON-
FERENCE REPORTS .

(a) IN GENERAL.—It shall not be in order in
the Senate to consider a conference report
that includes any matter not committed to
the conferees by either House. A point of
order shall be made and voted on separately
for each item in violation of this section.

(b) DISPOSITION.—If the point of order
against a conference report under subsection
(a) is sustained, then—

(1) the matter in such conference report
shall be deemed to have been struck;

(2) when all other points of order under
this section have been disposed of—

(A) the Senate shall proceed to consider
the question of whether the Senate should
recede from its amendment to the House bill,
or its disagreement to the amendment of the
House, and concur with a further amend-
ment, which further amendment shall con-
sist of only that portion of the conference re-
port not deemed to have been struck;

(B) the question shall be debatable; and

(C) no further amendment shall be in
order; and

(3) if the Senate agrees to the amendment,
then the bill and the Senate amendment
thereto shall be returned to the House for its
concurrence in the amendment of the Sen-
ate.

(c) SUPERMAJORITY WAIVER AND APPEAL.—
This section may be waived or suspended in
the Senate only by an affirmative vote of 346
of the Members, duly chosen and sworn. An
affirmative vote of 3 of the Members of the
Senate, duly chosen and sworn, shall be re-
quired in the Senate to sustain an appeal of
the ruling of the Chair on a point of order
raised under this section.

SEC. 2. EARMARKS.

(a) HONESTY IN EARMARKS.—Rule XVI of
the Standing Rules of the Senate is amended
by adding at the end the following:

“10.(a) In this paragraph, the term ‘ear-
mark’ means a provision that specifies the
identity of an entity to receive assistance
and the amount of the assistance.

‘“(b) It shall not be in order to consider any
bill or amendment between the Houses or
conference report on such a bill unless a list
of—

‘(1) all earmarks in such measure;

‘“(2) an identification of the member who
proposed the earmark; and

‘“(3) an explanation of the essential govern-
mental purpose for the earmark;
are available to all Members and made avail-
able to the general public by means of the
Internet for at least 24 hours before its con-
sideration..”.

(b) MEMBER REQUESTS.—Prior to the con-
sideration of a bill in the Senate, any Mem-
ber who requests an earmark in the bill shall
file a copy of the request with the Secretary
of the Senate and the request shall be print-
ed in the Congressional Record.

SEC. 3. AVAILABILITY OF CONFERENCE REPORTS
ON THE INTERNET.

Rule XXVIII of all the Standing Rules of
the Senate is amended by adding at the end
the following:
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‘9. It shall not be in order to consider a
conference report unless such report is avail-
able to all Members and made available to
the general public by means of the Internet
for at least 24 hours before its consider-
ation.”.

Mr. LOTT. Mr. President, I am
pleased to be joined by the senior Sen-
ator from California, Senator FEIN-
STEIN, in submitting a bipartisan pro-
posal to reform some of the procedures
of the Senate that have caused an ex-
plosion of anonymous earmarks in con-
ference reports.

Our proposal does not bar the long-
standing practice of allowing Members
to channel resources to communities in
their States that need Federal re-
sources. However, we attempt to bring
a far greater degree of transparency to
the process and make it nearly impos-
sible for Members to insert items in
unamendable conference reports which
have not undergone thorough scrutiny
by either the House or Senate.

The proposal we are submitting
today would create a point of order
against any item included in a con-
ference report that had not been con-
sidered by either body. This point of
order lies against all legislation, not
simply appropriations bills. Thus a
transportation authorization con-
ference report that includes highway
and bridge projects that were not con-
sidered by either body would be subject
to this point of order, just as an ear-
mark inserted in an appropriations
conference report would be subject to a
point of order. This point of order
could be waived by 60 votes.

Although current Standing Rule 28
allows a point of order against items in
conference reports that were not con-
sidered by either body, this point of
order is almost never used. That is be-
cause if the Rule 28 point of order is
sustained, the entire conference report
is rejected and Senate and House Mem-
bers must reconstitute a new con-
ference where all items in the original
bills must be renegotiated.

Under our approach, if a point of
order against an item in the conference
report is sustained, the conference re-
port, minus the items struck by the
point of order, is returned to the House
for its concurrence.

Our approach is modeled after the
Byrd Rule that applies in the case of
reconciliation conference reports.

I believe that this new point of order
will make it far less likely that Mem-
bers will attempt to insert new items
in conference reports that have not
been thoroughly aired in debate. How-
ever, our resolution goes much further
in enhancing the transparency of ear-
marks, especially in appropriations
bills.

Our resolution requires that any Sen-
ator who requests an earmark in an ap-
propriations bill must file a copy of the
request with the Secretary of the Sen-
ate, who is then required to publish the
earmark request in the CONGRESSIONAL
RECORD.

Moreover, our resolution requires
that all earmarks that are included in
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appropriations bills must be specifi-
cally identified in the Report, along
with the sponsor of the earmark and an
explanation of the essential govern-
ment purpose of the earmark. In addi-
tion, such reports, including conference
reports, must be made available to all
Members, and the general public via
the Internet, at least 24 hours before
consideration of the measure.

There is nothing inherently wrong
when a Member directs financing for a
key project in his or her state. Some-
times it is necessary to get the Federal
bureaucracy to focus on the needs of
our constituents. However, the process
needs far greater transparency, and it
is my hope that this resolution will re-
solve some of the problems that have
been associated with this process.

———

SENATE RESOLUTION 366—AFFIRM-
ING THE IMPORTANCE OF IN-
CREASED INTERNATIONAL AC-
TION AND A NATIONAL WEEK OF
PRAYER FOR THE UGANDAN VIC-
TIMS OF JOSEPH KONY’S LORD’S
RESISTANCE ARMY, AND EX-
PRESSING THE SENSE OF THE
SENATE THAT SUDAN, UGANDA,
AND THE INTERNATIONAL COM-
MUNITY BRING JUSTICE AND HU-
MANITARIAN ASSISTANCE TO
NORTHERN UGANDA AND THAT
FEBRUARY 2 THROUGH 9, 2006
SHOULD BE DESIGNATED AS A
NATIONAL WEEK OF PRAYER
AND REFLECTION FOR THE PEO-
PLE OF UGANDA

Mr. INHOFE (for himself, Mr. COLE-
MAN, Mr. SANTORUM, Mr. DEMINT, Mrs.
HUTCHISON, Mr. DEWINE, Mr. MARTINEZ,
Mr. BoND, Mr. CHAMBLISS, Mr. KyL, Mr.
SPECTER, Mr. SMITH, Mr. ROBERTS, Mr.
ALLARD, Mr. BURNS, Mr. BUNNING, Mr.
ENSIGN, Mr. McCAIN, Mr. SESSIONS, Mr.
HATCH, Mr. ENzI, Mr. BENNETT, Mr.
GRASSLEY, Mr. CrRAIG, Mr. MCCONNELL,
Mr. COBURN, Mr. FRIST, Mr.
BROWNBACK, Mr. VITTER, Mr. NELSON
OF Florida, Ms. MIKULSKI, Mr. AKAKA,
Mr. PRYOR, Mr. CARPER, Mrs. LINCOLN,
Mr. DAYTON, Mr. JEFFORDS, Ms.
LANDRIEU, Mr. ROCKEFELLER, Mr.
SALAZAR, Mr. NELSON of Nebraska, Mr.
FEINGOLD, Mr. KENNEDY, and Mr. LAU-
TENBERG) submitted the following reso-
lution; which was considered and
agreed to:

S. RES. 366

Whereas, Joseph Kony has led the Lord’s
Resistance Army (LRA) since 1987, terror-
izing the region of Northern Uganda;

Whereas, up to 200,000 people have been
killed in violent conflict and from disease
and malnutrition;

Whereas, 80 to 90 percent of Kony’s fighters
are enslaved children—brutalized and brain-
washed to kill;

Whereas, sources estimate that between
20,000 and 50,000 children have been abducted
by the LRA since 1987,

Whereas, these children are sexually
abused, raped, beaten, taunted and trauma-
tized by older soldiers in the LRA;

Whereas, these children are maliciously
coerced to mutilate, rape, and murder oth-
ers, even their own family members and
friends;

S515

Whereas, LRA leaders often force the
friends and siblings of unsuccessful escapees
to carry out vicious punishments to further
the LRA’s culture of fear, intimidation and
guilt;

Whereas, even those children who do man-
age to escape are unspeakably traumatized,
often infected with sexually transmitted dis-
eases, and stigmatized by society;

Whereas, approximately 40,000 children in
rural Uganda trek miles into towns each
night to sleep under the protection of sol-
diers and attempt to avoid capture;

Whereas, more than 1.6 million people have
been forced to flee their homes;

Whereas, the conflict has slowed Uganda’s
development efforts, costing the country at
least $1.33 billion, or 3 percent of its GDP;

Whereas, starting in October 2005, the
Sudan government gave Joseph Kony a three
month grace period to surrender;

Resolved, That it is the sense of the Sen-
ate—

(1) that the government of Sudan continue
to prosecute LRA terrorists within its bor-
ders and aid Uganda in ending the conflict;

(2) that Uganda use every available re-
source to end the atrocities of the LRA and
bring its members to justice;

(3) that the United States and inter-
national community recognize the atrocities
occurring daily in Uganda and provide nec-
essary humanitarian assistance; and

(4) that the week of February 2 through 9,
2006 should be designated as a National Week
of Prayer and Reflection for the people of
Northern Uganda.

———

AMENDMENTS SUBMITTED AND
PROPOSED

SA 2703. Mr. TALENT submitted an
amendment intended to be proposed by him
to the bill H.R. 4297, to provide for reconcili-
ation pursuant to section 201(b) of the con-
current resolution on the budget for fiscal
year 2006; which was ordered to lie on the
table.

SA 2704. Mrs. BOXER (for herself, Mr.
KERRY, and Mr. LAUTENBERG) submitted an
amendment intended to be proposed by her
to the bill H.R. 4297, supra; which was or-
dered to lie on the table.

SA 2705. Mr. MENENDEZ (for himself, Mr.
SCHUMER, Mr. KERRY, Mrs. FEINSTEIN, Mrs.
CLINTON, Mr. LAUTENBERG, and Ms.
STABENOW) submitted an amendment in-
tended to be proposed to amendment SA 2707
proposed by Mr. FRIST (for Mr. GRASSLEY (for
himself and Mr. BAUCUS)) to the bill H.R.
4297, supra.

SA 2706. Mr. MENENDEZ (for himself, Mr.
KERRY, Mr. SCHUMER, Mrs. FEINSTEIN, Mrs.
CLINTON, Mr. WYDEN, and Mr. LAUTENBERG)
submitted an amendment intended to be pro-
posed by him to the bill H.R. 4297, supra;
which was ordered to lie on the table.

SA 2707. Mr.FRIST (for Mr. GRASSLEY (for
himself and Mr. BAUCUS)) proposed an
amendment to the bill H.R. 4297, supra.

SA 2708. Mr. FRIST (for Mr. GRASSLEY (for
himself and Mr. BAUCUS)) proposed an
amendment to amendment SA 2707 proposed
by Mr. FRIST (for Mr. GRASSLEY (for himself
and Mr. BAUCUS)) to the bill H.R. 4297, supra.

SA 2709. Mr. FRIST proposed an amend-
ment to amendment SA 2708 proposed by Mr.
FRIST (for Mr. GRASSLEY (for himself and Mr.
BAuUcUS)) to the amendment SA 2707 proposed
by Mr. FRIST (for Mr. GRASSLEY (for himself
and Mr. BAUCUS)) to the bill H.R. 4297, supra.

SA 2710. Mr. FRIST (for himself, Mr.
GRASSLEY, and Mr. BAUCUS) proposed an
amendment to the bill H.R. 4297, supra.

SA 2711. Mr. FRIST (for Mr. TALENT) pro-
posed an amendment to amendment SA 2710
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proposed by Mr. FRIST (for himself, Mr.
GRASSLEY, and Mr. BAUCUS) to the bill H.R.
4297, supra.

SA 2712. Mr. LEVIN submitted an amend-
ment intended to be proposed by him to the
bill H.R. 4297, supra; which was ordered to lie
on the table.

SA 2713. Mrs. FEINSTEIN (for herself, Mr.
KoOHL, Mr. DORGAN, Mr. BINGAMAN, Mr. SCHU-
MER, Mrs. BOXER, and Mrs. CLINTON) sub-
mitted an amendment intended to be pro-
posed by her to the bill H.R. 4297, supra;
which was ordered to lie on the table.

SA 2714. Mr. DURBIN (for himself, Mrs.
MURRAY, Mr. LIEBERMAN, Mr. LAUTENBERG,
and Mrs. CLINTON) submitted an amendment
intended to be proposed by him to the bill
H.R. 4297, supra; which was ordered to lie on
the table.

SA 2715. Mr. DURBIN submitted an amend-
ment intended to be proposed by him to the
bill H.R. 4297, supra; which was ordered to lie
on the table.

SA 2716. Mrs. CLINTON (for herself, Ms.
MIKULSKI, Mr. HARKIN, Mr. LAUTENBERG, Mr.
REED, Mr. SALAZAR, Mr. OBAMA, Mrs. BOXER,
Ms. STABENOW, Mr. SCHUMER, Mr. DURBIN,
Mrs. FEINSTEIN, Mr. FEINGOLD, Mr. CARPER,
Mr. JOHNSON, Mr. LEAHY, and Mr. JEFFORDS)
submitted an amendment intended to be pro-
posed to amendment SA 2707 proposed by Mr.
FRIST (for Mr. GRASSLEY (for himself and Mr.
BAUCUS)) to the bill H.R. 4297, supra.

SA 2717. Mr. LAUTENBERG submitted an
amendment intended to be proposed by him
to the bill H.R. 4297, supra; which was or-
dered to lie on the table.

SA 2718. Mr. GRASSLEY submitted an
amendment intended to be proposed by him
to the bill H.R. 4297, supra; which was or-
dered to lie on the table.

SA 2719. Mr. HARKIN (for himself, Mr.
KENNEDY, Mr. KOHL, and Mr. LEVIN) sub-
mitted an amendment intended to be pro-
posed by him to the bill H.R. 4297, supra;
which was ordered to lie on the table.

SA 2720. Mr. BURNS (for himself and Ms.
MURKOWSKI) submitted an amendment in-
tended to be proposed by him to the bill H.R.
4297, supra; which was ordered to lie on the
table.

SA 2721. Ms. LANDRIEU submitted an
amendment intended to be proposed by her
to the bill H.R. 4297, supra; which was or-
dered to lie on the table.

SA 2722. Mr. DORGAN (for himself, Ms. MI-
KULSKI, Ms. STABENOW, Mr. DURBIN, Mr.
LEVIN, Mr. FEINGOLD, Mr. KOHL, Mr. LEAHY,
Mr. HARKIN, Mr. KENNEDY, and Mrs. FEIN-
STEIN) submitted an amendment intended to
be proposed by him to the bill H.R. 4297,
supra; which was ordered to lie on the table.

SA 2723. Mr. BIDEN submitted an amend-
ment intended to be proposed by him to the
bill H.R. 4297, supra; which was ordered to lie
on the table.

SA 2724. Mrs. CLINTON (for herself, Ms.
MIKULSKI, Mr. HARKIN, Mr. LAUTENBERG, Mr.
REED, Mr. SALAZAR, Mr. OBAMA, Mrs. BOXER,
Ms. STABENOW, Mr. SCHUMER, Mr. DURBIN,
Mrs. FEINSTEIN, Mr. FEINGOLD, Mr. CARPER,
Mr. JOHNSON, Mr. LEAHY, and Mr. JEFFORDS)
submitted an amendment intended to be pro-
posed to amendment SA 2710 proposed by Mr.
FRIST (for himself, Mr. GRASSLEY, and Mr.
BAuUcUS) to the bill H.R. 4297, supra; which
was ordered to lie on the table.

SA 2725. Mr. SPECTER submitted an
amendment intended to be proposed by him
to the bill H.R. 4297, supra; which was or-
dered to lie on the table.

SA 2726. Mr. KENNEDY submitted an
amendment intended to be proposed by him
to the bill H.R. 4297, supra; which was or-
dered to lie on the table.

SA 2727. Mr. FRIST (for Mr. TALENT) pro-
posed an amendment to amendment SA 2707
proposed by Mr. FRIST (for Mr. GRASSLEY (for
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himself and Mr. BAUCUS)) to the bill H.R.
4297, supra.

SA 2728. Mr. BAUCUS (for Mr. BYRD (for
himself, Mr. ROCKEFELLER, Mr. SANTORUM,
Mr. KERRY, Mr. DURBIN, Mr. OBAMA, Mr.
MCCONNELL, and Mr. BUNNING)) proposed an
amendment to amendment SA 2707 proposed
by Mr. FRIST (for Mr. GRASSLEY (for himself
and Mr. BAUCUS)) to the bill H.R. 4297, supra.

SA 2729. Mr. CONRAD (for himself and Mr.
BINGAMAN) proposed an amendment to
amendment SA 2707 proposed by Mr. FRIST
(for Mr. GRASSLEY (for himself and Mr. BAU-
CcUSs)) to the bill H.R. 4297, supra.

SA 2730. Mr. NELSON, of Florida (for him-
self, Mr. BINGAMAN, Mrs. CLINTON, Mr.
LIEBERMAN, Mr. SCHUMER, and Mr. SALAZAR)
proposed an amendment to amendment SA
2707 proposed by Mr. FRIST (for Mr. GRASS-
LEY (for himself and Mr. BAUCUS)) to the bill
H.R. 4297, supra.

SA 2731. Mr. GRASSLEY proposed an
amendment to amendment SA 2707 proposed
by Mr. FRIST (for Mr. GRASSLEY (for himself
and Mr. BAUCUS)) to the bill H.R. 4297, supra.

SA 2732. Mr. GRASSLEY proposed an
amendment to amendment SA 2707 proposed
by Mr. FRIST (for Mr. GRASSLEY (for himself
and Mr. BAUCUS)) to the bill H.R. 4297, supra.

SA 2733. Mr. KENNEDY submitted an
amendment intended to be proposed by him
to the bill H.R. 4297, supra; which was or-
dered to lie on the table.

SA 2734. Mr. MENENDEZ (for himself and
Mr. KENNEDY) submitted an amendment in-
tended to be proposed by him to the bill H.R.
4297, supra; which was ordered to lie on the
table.

SA 2735. Mr. DODD (for himself, Mr. KEN-
NEDY, Mr. KERRY, Mr. LAUTENBERG, Mrs.
BOXER, Ms. MIKULSKI, Mr. AKAKA, Mr. REED,
and Mr. SALAZAR) proposed an amendment to
amendment SA 2707 proposed by Mr. FRIST
(for Mr. GRASSLEY (for himself and Mr. BAU-
CUS)) to the bill H.R. 4297, supra.

SA 2736. Mr. GRASSLEY proposed an
amendment to amendment SA 2707 proposed
by Mr. FRIST (for Mr. GRASSLEY (for himself
and Mr. BAUCUS)) to the bill H.R. 4297, supra.

SA 2737. Mr. REED (for himself, Ms.
STABENOW, Mr. LAUTENBERG, Mrs. CLINTON,
Mr. KERRY, and Mr. SALAZAR) proposed an
amendment to amendment SA 2707 proposed
by Mr. FRIST (for Mr. GRASSLEY (for himself
and Mr. BAUCUS)) to the bill H.R. 4297, supra.

———————

TEXT OF AMENDMENTS

SA 2703. Mr. TALENT submitted an
amendment intended to be proposed by
him to the bill H.R. 4297, to provide for
reconciliation pursuant to section
201(b) of the concurrent resolution on
the budget for fiscal year 2006; which
was ordered to lie on the table; as fol-
lows:

At the appropriate place insert the fol-

lowing:

SEC. . PERMANENT EXTENSION OF EGTRRA
PROVISIONS RELATING TO CHILD
TAX CREDIT.

Section 901 of the Economic Growth and
Tax Relief Reconciliation Act of 2001 (relat-
ing to sunset provisions) shall not apply to
the amendments made by section 201 of such
Act.

SA 2704. Mrs. BOXER (for herself, Mr.
KERRY, and Mr. LAUTENBERG) sub-
mitted an amendment intended to be
proposed by her to the bill H.R. 4297, to
provide for reconciliation pursuant to
section 201(b) of the concurrent resolu-
tion on the budget for fiscal year 2006;
which was ordered to lie on the table;
as follows:
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At the appropriate place, insert the fol-
lowing:
SEC. . DISCLOSURE OF WHITE HOUSE CON-

TACTS WITH JACK ABRAMOFF.

(a) FINDINGS.—The Senate finds the fol-
lowing:

(1) Public confidence in Government has
been undermined by widespread reports of
public corruption involving Jack Abramoff,
including indictments and plea agreements
that cite alleged wrongdoing by senior public
officials.

(2) Public perception of a culture of corrup-
tion undermines the people’s faith in their
Government representatives and our system
of Government.

(3) Due to the serious nature of Jack
Abramoff’s crimes and continuing allega-
tions of corruption involving him, public
confidence in the Government can be re-
stored only if there is full disclosure of his
contacts with the President, White House
staff, and senior executive branch officials.

(b) SENSE OF THE SENATE.—It is the sense
of the Senate that the White House should
immediately and publicly disclose each visit
and meeting between Jack Abramoff and the
President, White House staff, or senior exec-
utive branch officials, which should include
the date, list of attendees, purpose of the
visit or meeting, any documentation associ-
ated with the visit or meeting, including any
photographs, and any action taken or with-
held by the Government as a result of the
contact.

SA 2705. Mr. MENENDEZ (for him-
self, Mr. SCHUMER, Mr. KERRY, Mrs.
FEINSTEIN, Mrs. CLINTON, Mr. LAUTEN-
BERG, and Ms. STABENOW) submitted an
amendment intended to be proposed to
amendment SA 2707 proposed by Mr.
FRIST (for Mr. GRASSLEY (for himself
and Mr. BAUCUS)) to the bill H.R. 4297,
to provide for reconciliation pursuant
to section 201(b) of the concurrent reso-
lution on the budget for fiscal year
2006; as follows:

At the appropriate place, insert the fol-
lowing:

SEC. = . SENSE OF THE SENATE REGARDING
PROTECTING MIDDLE-CLASS FAMI-
LIES FROM THE ALTERNATIVE MIN-
IMUM TAX.

(a) FINDINGS.—The Senate finds that—

(1) the alternative minimum tax was origi-
nally enacted in 1969 as a supplemental tax
on wealthy tax evaders, but has evolved into
a tax on millions of middle-class working
families, particularly families in which both
parents work, and families with 2 or more
children;

(2) by the end of the decade, the alter-
native minimum tax will ensnare more than
30,000,000 taxpayers, the majority of which
will have adjusted gross incomes below
$100,000, and the National Taxpayer Advocate
has thus identified it as the most serious
problem facing individual taxpayers;

(3) the alternative minimum tax is often
portrayed as a tax that is most problematic
for residents of States such as New York,
California, Massachusetts, and New Jersey,
but the truth is that many other States have
a significant percentage of taxpayers af-
fected by the alternative minimum tax, in-
cluding Oregon, Maryland, Virginia, Min-
nesota, Ohio, Maine, Georgia, North Caro-
lina, and Pennsylvania, so the problem is of
national importance;

(4) a family with 2 children will become
subject to the alternative minimum tax at
about $67,500 of income in 2006, and a family
with 5 children will start owing the alter-
native minimum tax at about $54,000 of in-
come, if Congress fails to act;
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(5) the year 2006 is the ‘‘tipping point’’ for
the alternative minimum tax, as the number
of taxpayers affected nationally will explode
from 3,600,000 to 19,000,000 if Congress fails to
act;

(6) in 2004, only 6.2 percent of families earn-
ing $100,000 to $200,000 a year were subject to
the alternative minimum tax, and that num-
ber will explode to nearly 50 percent if Con-
gress fails to act;

(7) if alternative minimum tax relief is ex-
tended through 2006, about two-thirds of the
benefits will be realized by families earning
under $200,000, with more than half of the
total benefits going to families with incomes
between $100,000 and $200,000;

(8) starting in 2008, the average married
couple with 2 children earning $75,000 or
more will find that more than half of the tax
cuts they have been expecting from the var-
ious laws passed since 2001 will be ‘‘taken
back’ via the alternative minimum tax; and

(9) the temporary relief from the alter-
native minimum tax (provided in 2001 and ex-
tended twice in 2003 and 2004) expired at the
end of 2005, but the tax reductions on divi-
dends and capital gains do not expire until
the end of 2008, making immediate action on
those provisions a less urgent matter.

(b) SENSE OF THE SENATE.—It is the sense
of the Senate that protecting middle-class
families from the alternative minimum tax
should be a higher priority for Congress in
2006 than extending a tax cut that does not
expire until the end of 2008.

SA 2706. Mr. MENENDEZ (for him-
self, Mr. KERRY, Mr. SCHUMER, Mrs.
FEINSTEIN, Mrs. CLINTON, Mr. WYDEN,
and Mr. LAUTENBERG) submitted an
amendment intended to be proposed by
him to the bill H.R. 4297, to provide for
reconciliation pursuant to section
201(b) of the concurrent resolution on
the budget for fiscal year 2006; which
was ordered to lie on the table; as fol-
lows:

On page 28, after line 11, insert the fol-
lowing:

TITLE IV—MINIMUM TAX RELIEF AND RE-
PEAL OF EXTENSION OF CAPITAL GAINS
AND DIVIDENDS

SEC. 401. REPEAL OF EXTENSION OF TAX TREAT-

MENT FOR CAPITAL GAINS AND
DIVIDENDS.

The amendment made by section 203 of this
Act is repealed.

SEC. 402. EXTENSION AND INCREASE IN MIN-

IMUM TAX RELIEF TO INDIVIDUALS.

(a) IN GENERAL.—Section 55(d)(1) is amend-
ed—

(1) by striking ‘$58,000"” and all that fol-
lows through ‘2005’ in subparagraph (A) and
inserting ‘‘$62,550 in the case of taxable years
beginning in 2006, and

(2) by striking $40,250° and all that fol-
lows through ‘2005’ in subparagraph (B) and
inserting ‘‘$42,500 in the case of taxable years
beginning in 2006”°.

(b) EFFECTIVE DATE.—The amendments
made by this section shall apply to taxable
years beginning after December 31, 2005.
TITLE V—REVENUE OFFSET PROVISIONS

Subtitle A—Provisions Designed To Curtail
Tax Shelters
SEC. 501. UNDERSTATEMENT OF TAXPAYER’S LI-
ABILITY BY INCOME TAX RETURN
PREPARER.

(a) STANDARDS CONFORMED TO TAXPAYER
STANDARDS.—Section 6694(a) (relating to un-
derstatements due to unrealistic positions)
is amended—

(1) by striking ‘‘realistic possibility of
being sustained on its merits’” in paragraph
(1) and inserting ‘‘reasonable belief that the

CONGRESSIONAL RECORD — SENATE

tax treatment in such position was more
likely than not the proper treatment’’,

(2) by striking ‘‘or was frivolous’ in para-
graph (3) and inserting ‘‘or there was no rea-
sonable basis for the tax treatment of such
position”, and

(3) by striking ‘‘UNREALISTIC’’ in the head-
ing and inserting ‘‘IMPROPER’’.

(b) AMOUNT OF PENALTY.—Section 6694 is
amended—

(1) by striking “$250”’ in subsection (a) and
inserting ‘‘$1,000”’, and

(2) by striking “‘$1,000” in subsection (b)
and inserting ‘“$5,000"’.

(c) EFFECTIVE DATE.—The amendments
made by this section shall apply to docu-
ments prepared after the date of the enact-
ment of this Act.

SEC. 502. MODIFICATION OF EFFECTIVE DATE OF
EXCEPTION FROM SUSPENSION
RULES FOR CERTAIN LISTED AND
REPORTABLE TRANSACTIONS.

(a) EFFECTIVE DATE MODIFICATION.—

(1) IN GENERAL.—Paragraph (2) of section
903(d) of the American Jobs Creation Act of
2004 is amended to read as follows:

¢(2) EXCEPTION FOR REPORTABLE OR LISTED
TRANSACTIONS.—

‘“(A) IN GENERAL.—The amendments made
by subsection (c) shall apply with respect to
interest accruing after October 3, 2004.

¢“(B) SPECIAL RULE FOR CERTAIN LISTED AND
REPORTABLE TRANSACTIONS.—

‘(i) IN GENERAL.—Except as provided in
clause (ii), the amendments made by sub-
section (c) shall also apply with respect to
interest accruing on or before October 3,
2004.

“(i1) PARTICIPANTS IN SETTLEMENT INITIA-
TIVES.—Clause (i) shall not apply to any
transaction if, as of January 23, 2006—

‘() the taxpayer is participating in a set-
tlement initiative described in Internal Rev-
enue Service Announcement 2005-80 with re-
spect to such transaction, or

‘“(IT) the taxpayer has entered into a set-
tlement agreement pursuant to such an ini-
tiative.

“(iii) TERMINATION OF EXCEPTION.—Clause
(ii)(I) shall not apply to any taxpayer if,
after January 23, 2006, the taxpayer with-
draws from, or terminates, participation in
the initiative or the Secretary of the Treas-
ury or the Secretary’s delegate determines
that a settlement agreement will not be
reached pursuant to the initiative within a
reasonable period of time.”".

(2) EFFECTIVE DATE.—The amendment
made by this subsection shall take effect as
if included in the provisions of the American
Jobs Creation Act of 2004 to which it relates.

(b) TREATMENT OF AMENDED RETURNS AND
OTHER SIMILAR NOTICES OF ADDITIONAL TAX
OWED.—

(1) IN GENERAL.—Section 6404(g)(1) (relating
to suspension) is amended by adding at the
end the following new sentence: ‘‘If, after the
return for a taxable year is filed, the tax-
payer provides to the Secretary one or more
signed written documents showing that the
taxpayer owes an additional amount of tax
for the taxable year, clause (i) shall be ap-
plied by substituting the date the last of the
documents was provided for the date on
which the return is filed.”.

(2) EFFECTIVE DATE.—The amendment
made by this subsection shall apply to docu-
ments provided on or after the date of the
enactment of this Act.

SEC. 503. FRIVOLOUS TAX SUBMISSIONS.

(a) Ci1viIL PENALTIES.—Section 6702 is
amended to read as follows:
“SEC. 6702. FRIVOLOUS TAX SUBMISSIONS.

“‘(a) CIVIL PENALTY FOR FRIVOLOUS TAX RE-
TURNS.—A person shall pay a penalty of
$5,000 if—
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‘(1) such person files what purports to be a
return of a tax imposed by this title but
which—

““(A) does not contain information on
which the substantial correctness of the self-
assessment may be judged, or

‘“(B) contains information that on its face
indicates that the self-assessment is substan-
tially incorrect; and

‘“(2) the conduct referred to in paragraph
O—

‘“(A) is based on a position which the Sec-
retary has identified as frivolous under sub-
section (c), or

‘“(B) reflects a desire to delay or impede
the administration of Federal tax laws.

“(b) CIVIL PENALTY FOR SPECIFIED FRIVO-
LOUS SUBMISSIONS.—

‘(1) IMPOSITION OF PENALTY.—Except as
provided in paragraph (3), any person who
submits a specified frivolous submission
shall pay a penalty of $5,000.

¢“(2) SPECIFIED FRIVOLOUS SUBMISSION.—For
purposes of this section—

““(A) SPECIFIED FRIVOLOUS SUBMISSION.—
The term ‘specified frivolous submission’
means a specified submission if any portion
of such submission—

‘(i) is based on a position which the Sec-
retary has identified as frivolous under sub-
section (c), or

‘“(ii) reflects a desire to delay or impede
the administration of Federal tax laws.

‘(B) SPECIFIED SUBMISSION.—The
‘specified submission’ means—

‘(i) a request for a hearing under—

““(I) section 6320 (relating to notice and op-
portunity for hearing upon filing of notice of
lien), or

““(IT) section 6330 (relating to notice and
opportunity for hearing before levy), and

‘‘(ii) an application under—

““(I) section 6159 (relating to agreements
for payment of tax liability in installments),

“(ITI) section 7122 (relating to com-
promises), or

‘“(III) section 7811 (relating to taxpayer as-
sistance orders).

“(3) OPPORTUNITY TO WITHDRAW SUBMIS-
SION.—If the Secretary provides a person
with notice that a submission is a specified
frivolous submission and such person with-
draws such submission within 30 days after
such notice, the penalty imposed under para-
graph (1) shall not apply with respect to such
submission.

¢(¢) LISTING OF FRIVOLOUS POSITIONS.—The
Secretary shall prescribe (and periodically
revise) a list of positions which the Sec-
retary has identified as being frivolous for
purposes of this subsection. The Secretary
shall not include in such list any position
that the Secretary determines meets the re-
quirement of section 6662(d)(2)(B)(ii)(II).

‘“(d) REDUCTION OF PENALTY.—The Sec-
retary may reduce the amount of any pen-
alty imposed under this section if the Sec-
retary determines that such reduction would
promote compliance with and administra-
tion of the Federal tax laws.

‘‘(e) PENALTIES IN ADDITION TO OTHER PEN-
ALTIES.—The penalties imposed by this sec-
tion shall be in addition to any other penalty
provided by law.”.

(b) TREATMENT OF FRIVOLOUS REQUESTS
FOR HEARINGS BEFORE LEVY.—

(1) FRIVOLOUS REQUESTS DISREGARDED.—
Section 6330 (relating to notice and oppor-
tunity for hearing before levy) is amended by
adding at the end the following new sub-
section:

‘“(g) FRIVOLOUS REQUESTS FOR HEARING,
ETc.—Notwithstanding any other provision
of this section, if the Secretary determines
that any portion of a request for a hearing
under this section or section 6320 meets the
requirement of clause (i) or (ii) of section
6702(b)(2)(A), then the Secretary may treat

term
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such portion as if it were never submitted
and such portion shall not be subject to any
further administrative or judicial review.”’.

(2) PRECLUSION FROM RAISING FRIVOLOUS
ISSUES AT HEARING.—Section 6330(c)(4) is
amended—

(A) by
“AD)

(B) by striking ““(B)”’ and inserting “‘(ii)"’;

(C) by striking the period at the end of the
first sentence and inserting ‘; or’’; and

(D) by inserting after subparagraph (A)(ii)
(as so redesignated) the following:

‘“(B) the issue meets the requirement of
clause (i) or (ii) of section 6702(b)(2)(A).”.

(3) STATEMENT OF GROUNDS.—Section
6330(b)(1) is amended by striking ‘‘under sub-
section (a)(3)(B)”’ and inserting ‘‘in writing
under subsection (a)(3)(B) and states the
grounds for the requested hearing”’.

(¢) TREATMENT OF FRIVOLOUS REQUESTS
FOR HEARINGS UPON FILING OF NOTICE OF
LIEN.—Section 6320 is amended—

(1) in subsection (b)(1), by striking ‘‘under
subsection (a)(3)(B)”’ and inserting ‘‘in writ-
ing under subsection (a)(3)(B) and states the
grounds for the requested hearing’’, and

(2) in subsection (c), by striking ‘“‘and (e)”’
and inserting ‘‘(e), and (g)”’.

(d) TREATMENT OF FRIVOLOUS APPLICATIONS
FOR OFFERS-IN-COMPROMISE AND INSTALL-
MENT AGREEMENTS.—Section 7122 is amended
by adding at the end the following new sub-
section:

‘“(e) FRIVOLOUS SUBMISSIONS, ETc.—Not-
withstanding any other provision of this sec-
tion, if the Secretary determines that any
portion of an application for an offer-in-com-
promise or installment agreement submitted
under this section or section 6159 meets the
requirement of clause (i) or (ii) of section
6702(b)(2)(A), then the Secretary may treat
such portion as if it were never submitted
and such portion shall not be subject to any
further administrative or judicial review.”’.

(e) CLERICAL AMENDMENT.—The table of
sections for part I of subchapter B of chapter
68 is amended by striking the item relating
to section 6702 and inserting the following
new item:

‘“Sec. 6702. Frivolous tax submissions’.

(f) EFFECTIVE DATE.—The amendments
made by this section shall apply to submis-
sions made and issues raised after the date
on which the Secretary first prescribes a list
under section 6702(c) of the Internal Revenue
Code of 1986, as amended by subsection (a).
SEC. 504. PENALTY FOR PROMOTING ABUSIVE

TAX SHELTERS.

(a) PENALTY FOR PROMOTING ABUSIVE TAX
SHELTERS.—Section 6700 (relating to pro-
moting abusive tax shelters, etc.) is amend-
ed—

(1) by redesignating subsections (b) and (c)
as subsections (d) and (e), respectively,

(2) by striking ‘‘a penalty’’ and all that fol-
lows through the period in the first sentence
of subsection (a) and inserting ‘‘a penalty de-
termined under subsection (b)”’, and

(3) by inserting after subsection (a) the fol-
lowing new subsections:

“(b) AMOUNT OF PENALTY; CALCULATION OF
PENALTY; LIABILITY FOR PENALTY.—

‘(1) AMOUNT OF PENALTY.—The amount of
the penalty imposed by subsection (a) shall
be 100 percent of the gross income derived (or
to be derived) from such activity by the per-
son or persons subject to such penalty.

¢(2) CALCULATION OF PENALTY.—The pen-
alty amount determined under paragraph (1)
shall be calculated with respect to each in-
stance of an activity described in subsection
(a), each instance in which income was de-
rived by the person or persons subject to
such penalty, and each person who partici-
pated in such an activity.

¢“(3) LIABILITY FOR PENALTY.—If more than
1 person is liable under subsection (a) with

striking ‘‘(A)” and inserting
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respect to such activity, all such persons
shall be jointly and severally liable for the
penalty under such subsection.

“(c) PENALTY NOT DEDUCTIBLE.—The pay-
ment of any penalty imposed under this sec-
tion or the payment of any amount to settle
or avoid the imposition of such penalty shall
not be considered an ordinary and necessary
expense in carrying on a trade or business
for purposes of this title and shall not be de-
ductible by the person who is subject to such
penalty or who makes such payment.”’.

(b) CONFORMING AMENDMENT.—Section
6700(a) is amended by striking the last sen-
tence.

(c) EFFECTIVE DATE.—The amendments
made by this section shall apply to the ac-
tivities described in paragraphs (1) and (2) of
section 6700(a) of the Internal Revenue Code
of 1986 and after the date of the enactment of
this Act.

SEC. 505. PENALTY FOR AIDING AND ABETTING
THE UNDERSTATEMENT OF TAX LI-
ABILITY.

(a) IN GENERAL.—Section 6701(a) (relating
to imposition of penalty) is amended—

(1) by inserting ‘‘, or tax liability reflected
in,” after ‘‘the preparation or presentation
of”’ in paragraph (1),

(2) by inserting ‘‘aid, assistance, procure-
ment, or advice with respect to such’ before
“portion’ both places it appears in para-
graphs (2) and (3), and

(3) by inserting ‘‘instance of aid, assist-
ance, procurement, or advice or each such”
before ‘“‘document’” in the matter following
paragraph (3).

(b) AMOUNT OF PENALTY.—Subsection (b) of
section 6701 (relating to penalties for aiding
and abetting understatement of tax liability)
is amended to read as follows:

“(b) AMOUNT OF PENALTY; CALCULATION OF
PENALTY; LIABILITY FOR PENALTY.—

‘(1) AMOUNT OF PENALTY.—The amount of
the penalty imposed by subsection (a) shall
be 100 percent of the gross income derived (or
to be derived) from such aid, assistance, pro-
curement, or advice provided by the person
or persons subject to such penalty.

¢(2) CALCULATION OF PENALTY.—The pen-
alty amount determined under paragraph (1)
shall be calculated with respect to each in-
stance of aid, assistance, procurement, or ad-
vice described in subsection (a), each in-
stance in which income was derived by the
person or persons subject to such penalty,
and each person who made such an under-
statement of the liability for tax.

‘“(3) LIABILITY FOR PENALTY.—If more than
1 person is liable under subsection (a) with
respect to providing such aid, assistance,
procurement, or advice, all such persons
shall be jointly and severally liable for the
penalty under such subsection.”.

(c) PENALTY NOT DEDUCTIBLE.—Section 6701
is amended by adding at the end the fol-
lowing new subsection:

‘“(g) PENALTY NOT DEDUCTIBLE.—The pay-
ment of any penalty imposed under this sec-
tion or the payment of any amount to settle
or avoid the imposition of such penalty shall
not be considered an ordinary and necessary
expense in carrying on a trade or business
for purposes of this title and shall not be de-
ductible by the person who is subject to such
penalty or who makes such payment.”’.

(d) EFFECTIVE DATE.—The amendments
made by this section shall apply to the ac-
tivities described in section 6701(a) of the In-
ternal Revenue Code of 1986 after the date of
the enactment of this Act.

Subtitle B—Economic Substance Doctrine
SEC. 511. CLARIFICATION OF ECONOMIC SUB-

STANCE DOCTRINE.

(a) IN GENERAL.—Section 7701 is amended
by redesignating subsection (o) as subsection
(p) and by inserting after subsection (n) the
following new subsection:
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¢‘(0) CLARIFICATION OF ECONOMIC SUBSTANCE
DOCTRINE; ETC.—

(1) GENERAL RULES.—

‘““(A) IN GENERAL.—In any case in which a
court determines that the economic sub-
stance doctrine is relevant for purposes of
this title to a transaction (or series of trans-
actions), such transaction (or series of trans-
actions) shall have economic substance only
if the requirements of this paragraph are
met.

‘(B) DEFINITION OF ECONOMIC SUBSTANCE.—
For purposes of subparagraph (A)—

‘(i) IN GENERAL.—A transaction has eco-
nomic substance only if—

‘(I) the transaction changes in a meaning-
ful way (apart from Federal tax effects) the
taxpayer’s economic position, and

“(IT1) the taxpayer has a substantial nontax

purpose for entering into such transaction
and the transaction is a reasonable means of
accomplishing such purpose.
In applying subclause (II), a purpose of
achieving a financial accounting benefit
shall not be taken into account in deter-
mining whether a transaction has a substan-
tial nontax purpose if the origin of such fi-
nancial accounting benefit is a reduction of
income tax.

‘‘(ii) SPECIAL RULE WHERE TAXPAYER RELIES
ON PROFIT POTENTIAL.—A transaction shall
not be treated as having economic substance
by reason of having a potential for profit un-
less—

‘(D) the present value of the reasonably ex-
pected pre-tax profit from the transaction is
substantial in relation to the present value
of the expected net tax benefits that would
be allowed if the transaction were respected,
and

‘“(IT) the reasonably expected pre-tax profit
from the transaction exceeds a risk-free rate
of return.

“(C) TREATMENT OF FEES AND FOREIGN
TAXES.—Fees and other transaction expenses
and foreign taxes shall be taken into account
as expenses in determining pre-tax profit
under subparagraph (B)(ii).

¢“(2) SPECIAL RULES FOR TRANSACTIONS WITH
TAX-INDIFFERENT PARTIES.—

‘“(A) SPECIAL RULES FOR FINANCING TRANS-
ACTIONS.—The form of a transaction which is
in substance the borrowing of money or the
acquisition of financial capital directly or
indirectly from a tax-indifferent party shall
not be respected if the present value of the
deductions to be claimed with respect to the
transaction is substantially in excess of the
present value of the anticipated economic re-
turns of the person lending the money or
providing the financial capital. A public of-
fering shall be treated as a borrowing, or an
acquisition of financial capital, from a tax-
indifferent party if it is reasonably expected
that at least 50 percent of the offering will be
placed with tax-indifferent parties.

“(B) ARTIFICIAL INCOME SHIFTING AND BASIS
ADJUSTMENTS.—The form of a transaction
with a tax-indifferent party shall not be re-
spected if—

‘“(i) it results in an allocation of income or
gain to the tax-indifferent party in excess of
such party’s economic income or gain, or

‘“(ii) it results in a basis adjustment or
shifting of basis on account of overstating
the income or gain of the tax-indifferent
party.

¢“(3) DEFINITIONS AND SPECIAL RULES.—For
purposes of this subsection—

““(A) ECONOMIC SUBSTANCE DOCTRINE.—The
term ‘economic substance doctrine’ means
the common law doctrine under which tax
benefits under subtitle A with respect to a
transaction are not allowable if the trans-
action does not have economic substance or
lacks a business purpose.

‘“(B) TAX-INDIFFERENT PARTY.—The term
‘tax-indifferent party’ means any person or
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entity not subject to tax imposed by subtitle
A. A person shall be treated as a tax-indif-
ferent party with respect to a transaction if
the items taken into account with respect to
the transaction have no substantial impact
on such person’s liability under subtitle A.

‘(C) EXCEPTION FOR PERSONAL TRANS-
ACTIONS OF INDIVIDUALS.—In the case of an
individual, this subsection shall apply only
to transactions entered into in connection
with a trade or business or an activity en-
gaged in for the production of income.

‘(D) TREATMENT OF LESSORS.—In applying
paragraph (1)(B)(ii) to the lessor of tangible
property subject to a lease—

‘(i) the expected net tax benefits with re-
spect to the leased property shall not include
the benefits of—

‘“(I) depreciation,

“(I1) any tax credit, or

‘“(ITI) any other deduction as provided in
guidance by the Secretary, and

‘“(ii) subclause (II) of paragraph (1)(B)(ii)
shall be disregarded in determining whether
any of such benefits are allowable.

‘“(4) OTHER COMMON LAW DOCTRINES NOT AF-
FECTED.—Except as specifically provided in
this subsection, the provisions of this sub-
section shall not be construed as altering or
supplanting any other rule of law, and the
requirements of this subsection shall be con-
strued as being in addition to any such other
rule of law.

‘‘(5) REGULATIONS.—The Secretary shall
prescribe such regulations as may be nec-
essary or appropriate to carry out the pur-
poses of this subsection. Such regulations
may include exemptions from the applica-
tion of this subsection.”.

(b) EFFECTIVE DATE.—The amendments
made by this section shall apply to trans-
actions entered into after the date of the en-
actment of this Act.

SEC. 512. PENALTY FOR UNDERSTATEMENTS AT-
TRIBUTABLE TO TRANSACTIONS
LACKING ECONOMIC SUBSTANCE,
ETC.

(a) IN GENERAL.—Subchapter A of chapter
68 is amended by inserting after section
6662A the following new section:

“SEC. 6662B. PENALTY FOR UNDERSTATEMENTS
ATTRIBUTABLE TO TRANSACTIONS
LACKING ECONOMIC SUBSTANCE,
ETC.

‘‘(a) IMPOSITION OF PENALTY.—If a taxpayer
has an noneconomic substance transaction
understatement for any taxable year, there
shall be added to the tax an amount equal to
40 percent of the amount of such understate-
ment.

*“(b) REDUCTION OF PENALTY FOR DISCLOSED
TRANSACTIONS.—Subsection (a) shall be ap-
plied by substituting ‘20 percent’ for ‘40 per-
cent’ with respect to the portion of any non-
economic substance transaction understate-
ment with respect to which the relevant
facts affecting the tax treatment of the item
are adequately disclosed in the return or a
statement attached to the return.

“‘(c) NONECONOMIC SUBSTANCE TRANSACTION
UNDERSTATEMENT.—For purposes of this sec-
tion—

‘(1) IN GENERAL.—The term ‘noneconomic
substance transaction understatement’
means any amount which would be an under-
statement under section 6662A(b)(1) if section
6662A were applied by taking into account
items attributable to noneconomic sub-
stance transactions rather than items to
which section 6662A would apply without re-
gard to this paragraph.

‘(2) NONECONOMIC SUBSTANCE  TRANS-
ACTION.—The term ‘noneconomic substance
transaction’ means any transaction if—

‘“(A) there is a lack of economic substance
(within the meaning of section 7701(0)(1)) for
the transaction giving rise to the claimed
benefit or the transaction was not respected
under section 7701(0)(2), or
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“(B) the transaction fails to meet the re-
quirements of any similar rule of law.

“(d) RULES APPLICABLE TO COMPROMISE OF
PENALTY.—

‘(1) IN GENERAL.—If the 1st letter of pro-
posed deficiency which allows the taxpayer
an opportunity for administrative review in
the Internal Revenue Service Office of Ap-
peals has been sent with respect to a penalty
to which this section applies, only the Com-
missioner of Internal Revenue may com-
promise all or any portion of such penalty.

‘“(2) APPLICABLE RULES.—The rules of para-
graphs (2) and (3) of section 6707A(d) shall
apply for purposes of paragraph (1).

‘““(e) COORDINATION WITH OTHER PEN-
ALTIES.—Except as otherwise provided in this
part, the penalty imposed by this section
shall be in addition to any other penalty im-
posed by this title.

“(f) CROSS REFERENCES.—

‘(1) For coordination of penalty with un-
derstatements under section 6662 and other
special rules, see section 6662A(e).

‘(2) For reporting of penalty imposed
under this section to the Securities and Ex-
change Commission, see section 6707A(e).”.

(b) COORDINATION WITH OTHER UNDERSTATE-
MENTS AND PENALTIES.—

(1) The second sentence of section
6662(d)(2)(A) is amended by inserting ‘‘and
without regard to items with respect to
which a penalty is imposed by section 6662B”’
before the period at the end.

(2) Subsection (e) of section 6662A is
amended—

(A) in paragraph (1), by inserting ‘“‘and non-
economic substance transaction understate-
ments’’ after ‘‘reportable transaction under-
statements’ both places it appears,

(B) in paragraph (2)(A), by inserting ‘“‘and a
noneconomic substance transaction under-
statement’’ after ‘‘reportable transaction un-
derstatement’’,

(C) in paragraph (2)(B), by inserting ‘‘6662B
or’’ before ‘6663,

(D) in paragraph (2)(C)(i), by inserting ‘‘or
section 6662B’° before the period at the end,

(E) in paragraph (2)(C)(ii), by inserting
‘“‘and section 6662B’’ after ‘‘This section”,

(F) in paragraph (3), by inserting ‘‘or non-
economic substance transaction understate-
ment”’ after ‘‘reportable transaction under-
statement”, and

(G) by adding at the end the following new
paragraph:

‘“(4) NONECONOMIC SUBSTANCE TRANSACTION
UNDERSTATEMENT.—For purposes of this sub-
section, the term ‘noneconomic substance
transaction understatement’ has the mean-
ing given such term by section 6662B(c).”".

(3) Subsection (e) of section 6707A is
amended—

(A) by striking ‘“‘or”’ at the end of subpara-
graph (B), and

(B) by striking subparagraph (C) and in-
serting the following new subparagraphs:

‘“(C) is required to pay a penalty under sec-
tion 6662B with respect to any noneconomic
substance transaction, or

‘(D) is required to pay a penalty under sec-
tion 6662(h) with respect to any transaction
and would (but for section 6662A(e)(2)(C))
have been subject to penalty under section
6662A at a rate prescribed under section
6662A(c) or under section 6662B,".

(c) CLERICAL AMENDMENT.—The table of
sections for part II of subchapter A of chap-
ter 68 is amended by inserting after the item
relating to section 6662A the following new
item:

‘‘Sec. 6662B. Penalty for understatements

attributable to transactions
lacking economic substance,
ete.”.

(d) EFFECTIVE DATE.—The amendments

made by this section shall apply to trans-
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actions entered into after the date of the en-

actment of this Act.

SEC. 513. DENIAL OF DEDUCTION FOR INTEREST
ON UNDERPAYMENTS ATTRIB-
UTABLE TO NONECONOMIC SUB-
STANCE TRANSACTIONS.

(a) IN GENERAL.—Section 163(m) (relating
to interest on unpaid taxes attributable to
nondisclosed reportable transactions) is
amended—

(1) by striking ‘‘attributable’ and all that
follows and inserting the following: ‘‘attrib-
utable to—

‘(1) the portion of any reportable trans-
action understatement (as defined in section
6662A(b)) with respect to which the require-
ment of section 6664(d)(2)(A) is not met, or

‘(2) any noneconomic substance trans-
action understatement (as defined in section
6662B(c)).”’, and

(2) by inserting ‘‘AND NONECONOMIC SUB-
STANCE TRANSACTIONS’ in the heading there-
of after ““TRANSACTIONS’".

(b) EFFECTIVE DATE.—The amendments
made by this section shall apply to trans-
actions after the date of the enactment of
this Act in taxable years ending after such
date.

Subtitle C—Improvements in Efficiency and
Safeguards in Internal Revenue Service
Collection

SEC. 521. WAIVER OF USER FEE FOR INSTALL-
MENT AGREEMENTS USING AUTO-
MATED WITHDRAWALS.

(a) IN GENERAL.—Section 6159 (relating to
agreements for payment of tax liability in
installments) is amended by redesignating
subsection (e) as subsection (f) and by insert-
ing after subsection (d) the following:

‘‘(e) WAIVER OF USER FEES FOR INSTALL-
MENT AGREEMENTS USING AUTOMATED WITH-
DRAWALS.—In the case of a taxpayer who en-
ters into an installment agreement in which
automated installment payments are agreed
to, the Secretary shall waive the fee (if any)
for entering into the installment agree-
ment.”’.

(b) EFFECTIVE DATE.—The amendments
made by this section shall apply to agree-
ments entered into on or after the date
which is 180 days after the date of the enact-
ment of this Act.

SEC. 522. TERMINATION OF
AGREEMENTS.

(a) IN GENERAL.—Section 6159(b)(4) (relat-
ing to failure to pay an installment or any
other tax liability when due or to provide re-
quested financial information) is amended by
striking ‘“‘or’’ at the end of subparagraph (B),
by redesignating subparagraph (C) as sub-
paragraph (E), and by inserting after sub-
paragraph (B) the following:

“(C) to make a Federal tax deposit under
section 6302 at the time such deposit is re-
quired to be made,

‘(D) to file a return of tax imposed under
this title by its due date (including exten-
sions), or”’.

(b) CONFORMING AMENDMENT.—The heading
for section 6159(b)(4) is amended by striking
“FAILURE TO PAY AN INSTALLMENT OR ANY
OTHER TAX LIABILITY WHEN DUE OR TO PROVIDE
REQUESTED FINANCIAL INFORMATION” and in-
serting “‘FAILURE TO MAKE PAYMENTS OR DE-
POSITS OR FILE RETURNS WHEN DUE OR TO PRO-
VIDE REQUESTED FINANCIAL INFORMATION"’.

(c) EFFECTIVE DATE.—The amendments
made by this section shall apply to failures
occurring on or after the date of the enact-
ment of this Act.

SEC. 523. PARTIAL PAYMENTS REQUIRED WITH
SUBMISSION OF OFFERS-IN-COM-
PROMISE.

(a) IN GENERAL.—Section 7122 (relating to
compromises), as amended by this Act, is
amended by redesignating subsections (c),
(d), and (e) as subsections (d), (e), and (f), re-
spectively, and by inserting after subsection
(b) the following new subsection:

INSTALLMENT
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‘‘(c) RULES FOR SUBMISSION OF OFFERS-IN-
COMPROMISE.—

‘(1) PARTIAL PAYMENT REQUIRED WITH SUB-
MISSION.—

“(A) LUMP-SUM OFFERS.—

‘(i) IN GENERAL.—The submission of any
lump-sum offer-in-compromise shall be ac-
companied by the payment of 20 percent of
amount of such offer.

“(ii) LUMP-SUM OFFER-IN-COMPROMISE.—For
purposes of this section, the term ‘lump-sum
offer-in-compromise’ means any offer of pay-
ments made in 5 or fewer installments.

‘(B) PERIODIC PAYMENT OFFERS.—The sub-
mission of any periodic payment offer-in-
compromise shall be accompanied by the
payment of the amount of the first proposed
installment and each proposed installment
due during the period such offer is being
evaluated for acceptance and has not been
rejected by the Secretary. Any failure to
make a payment required under the pre-
ceding sentence shall be deemed a with-
drawal of the offer-in-compromise.

*“(2) RULES OF APPLICATION.—

‘““(A) USE OF PAYMENT.—The application of
any payment made under this subsection to
the assessed tax or other amounts imposed
under this title with respect to such tax may
be specified by the taxpayer.

‘“(B) NO USER FEE IMPOSED.—Any user fee
which would otherwise be imposed under this
section shall not be imposed on any offer-in-
compromise accompanied by a payment re-
quired under this subsection.

‘“(C) WAIVER AUTHORITY.—The Secretary
may issue regulations waiving any payment
required under paragraph (1) in a manner
consistent with the practices established in
accordance with the requirements under sub-
section (d)(3).”.

(b) ADDITIONAL RULES RELATING TO TREAT-
MENT OF OFFERS.—

(1) UNPROCESSABLE OFFER IF PAYMENT RE-
QUIREMENTS ARE NOT MET.—Paragraph (3) of
section 7122(d) (relating to standards for
evaluation of offers), as redesignated by sub-
section (a), is amended by striking *‘; and’ at
the end of subparagraph (A) and inserting a
comma, by striking the period at the end of
subparagraph (B) and inserting ‘¢, and”, and
by adding at the end the following new sub-
paragraph:

‘“(C) any offer-in-compromise which does
not meet the requirements of subsection (c¢)
shall be returned to the taxpayer as
unprocessable.”.

(2) DEEMED ACCEPTANCE OF OFFER NOT RE-
JECTED WITHIN CERTAIN PERIOD.—Section 7122,
as amended by subsection (a), is amended by
adding at the end the following new sub-
section:

‘(g) DEEMED ACCEPTANCE OF OFFER NOT
REJECTED WITHIN CERTAIN PERIOD.—Any
offer-in-compromise submitted under this
section shall be deemed to be accepted by
the Secretary if such offer is not rejected by
the Secretary before the date which is 24
months after the date of the submission of
such offer (12 months for offers-in-com-
promise submitted after the date which is 5
years after the date of the enactment of this
subsection). For purposes of the preceding
sentence, any period during which any tax li-
ability which is the subject of such offer-in-
compromise is in dispute in any judicial pro-
ceeding shall not be taken in to account in
determining the expiration of the 24-month
period (or 12-month period, if applicable).”.

(c) EFFECTIVE DATE.—The amendments
made by this section shall apply to offers-in-
compromise submitted on and after the date
which is 60 days after the date of the enact-
ment of this Act.

CONGRESSIONAL RECORD — SENATE

Subtitle D—Penalties and Fines
SEC. 531. INCREASE IN CRIMINAL MONETARY
PENALTY LIMITATION FOR THE UN-
DERPAYMENT OR OVERPAYMENT OF
TAX DUE TO FRAUD.

(a) IN GENERAL.—Section 7206 (relating to
fraud and false statements) is amended—

(1) by striking ‘“‘Any person who—’’ and in-
serting ‘‘(a) in general.—Any person who—"’,
and

(2) by adding at the end the following new
subsection:

“(b) INCREASE IN MONETARY LIMITATION FOR
UNDERPAYMENT OR OVERPAYMENT OF TAX DUE
TO FRAUD.—If any portion of any under-
payment (as defined in section 6664(a)) or
overpayment (as defined in section 6401(a)) of
tax required to be shown on a return is at-
tributable to fraudulent action described in
subsection (a), the applicable dollar amount
under subsection (a) shall in no event be less
than an amount equal to such portion. A rule
similar to the rule under section 6663(b) shall
apply for purposes of determining the por-
tion so attributable.”.

(b) INCREASE IN PENALTIES.—

(1) ATTEMPT TO EVADE OR DEFEAT TAX.—
Section 7201 is amended—

(A) by striking ‘$100,000” and inserting
“$500,000°°,
(B) by striking ¢‘$500,000" and inserting

‘1,000,000, and

(C) by striking ‘5 years’ and inserting ‘10
years’.

(2) WILLFUL FAILURE TO FILE RETURN, SUP-
PLY INFORMATION, OR PAY TAX.—Section 7203
is amended—

(A) in the first sentence—

(i) by striking ‘“‘Any person’’ and inserting
the following:

‘‘(a) IN GENERAL.—AnNy person’’, and

(ii) by striking ¢$25,000" and inserting
°$50,000"°,

(B) in the third sentence, by striking ‘‘sec-
tion’’ and inserting ‘‘subsection’’, and

(C) by adding at the end the following new
subsection:

‘“(b) AGGRAVATED FAILURE TO FILE.—

‘(1) IN GENERAL.—In the case of any failure
described in paragraph (2), the first sentence
of subsection (a) shall be applied by sub-

stituting—
‘““(A) ‘felony’ for ‘misdemeanor’,
“(B)  ‘$500,000 (81,000,000 for  ‘$25,000

(8100,000’, and

“(C) ‘10 years’ for ‘1 year’.

‘(2) FAILURE DESCRIBED.—A failure de-
scribed in this paragraph is a failure to make
a return described in subsection (a) for a pe-
riod of 3 or more consecutive taxable
years.”’.

(3) FRAUD AND FALSE STATEMENTS.—Section
7206(a) (as redesignated by subsection (a)) is
amended—

(A) by striking ¢$100,000” and inserting
‘$500,000"’,
(B) by striking ¢$500,000” and inserting

‘$1,000,000”’, and

(C) by striking ‘3 years’ and inserting ‘5
years’.

(c) EFFECTIVE DATE.—The amendments
made by this section shall apply to actions,
and failures to act, occurring after the date
of the enactment of this Act.

SEC. 532. DOUBLING OF CERTAIN PENALTIES,
FINES, AND INTEREST ON UNDER-
PAYMENTS RELATED TO CERTAIN
OFFSHORE FINANCIAL ARRANGE-
MENTS.

(a) DETERMINATION OF PENALTY.—

(1) IN GENERAL.—Notwithstanding any
other provision of law, in the case of an ap-
plicable taxpayer—

(A) the determination as to whether any
interest or applicable penalty is to be im-
posed with respect to any arrangement de-
scribed in paragraph (2), or to any under-
payment of Federal income tax attributable
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to items arising in connection with any such
arrangement, shall be made without regard
to the rules of subsections (b), (¢), and (d) of
section 6664 of the Internal Revenue Code of
1986, and

(B) if any such interest or applicable pen-
alty is imposed, the amount of such interest
or penalty shall be equal to twice that deter-
mined without regard to this section.

(2) APPLICABLE TAXPAYER.—For purposes of
this subsection—

(A) IN GENERAL.—The term ‘‘applicable
taxpayer’”’ means a taxpayer which—

(i) has underreported its United States in-
come tax liability with respect to any item
which directly or indirectly involves—

(I) any financial arrangement which in any
manner relies on the use of offshore payment
mechanisms (including credit, debit, or
charge cards) issued by banks or other enti-
ties in foreign jurisdictions, or

(IT) any offshore financial arrangement (in-
cluding any arrangement with foreign banks,
financial institutions, corporations, partner-
ships, trusts, or other entities), and

(ii) has neither signed a closing agreement
pursuant to the Voluntary Offshore Compli-
ance Initiative established by the Depart-
ment of the Treasury under Revenue Proce-
dure 2003-11 nor voluntarily disclosed its par-
ticipation in such arrangement by notifying
the Internal Revenue Service of such ar-
rangement prior to the issue being raised by
the Internal Revenue Service during an ex-
amination.

(B) AUTHORITY TO WAIVE.—The Secretary of
the Treasury or the Secretary’s delegate
may waive the application of paragraph (1)
to any taxpayer if the Secretary or the Sec-
retary’s delegate determines that the use of
such offshore payment mechanisms is inci-
dental to the transaction and, in addition, in
the case of a trade or business, such use is
conducted in the ordinary course of the type
of trade or business of the taxpayer.

(C) ISSUES RAISED.—For purposes of sub-
paragraph (A)(ii), an item shall be treated as
an issue raised during an examination if the
individual examining the return—

(i) communicates to the taxpayer knowl-
edge about the specific item, or

(ii) has made a request to the taxpayer for
information and the taxpayer could not
make a complete response to that request
without giving the examiner knowledge of
the specific item.

(b) APPLICABLE PENALTY.—For purposes of
this section, the term ‘‘applicable penalty’’
means any penalty, addition to tax, or fine
imposed under chapter 68 of the Internal
Revenue Code of 1986.

(c) EFFECTIVE DATE.—The provisions of
this section shall apply to interest, pen-
alties, additions to tax, and fines with re-
spect to any taxable year if, as of the date of
the enactment of this Act, the assessment of
any tax, penalty, or interest with respect to
such taxable year is not prevented by the op-
eration of any law or rule of law.

SEC. 533. DENIAL OF DEDUCTION FOR CERTAIN
FINES, PENALTIES, AND OTHER
AMOUNTS.

(a) IN GENERAL.—Subsection (f) of section
162 (relating to trade or business expenses) is
amended to read as follows:

“(f) FINES, PENALTIES,
AMOUNTS.—

‘(1) IN GENERAL.—Except as provided in
paragraph (2), no deduction otherwise allow-
able shall be allowed under this chapter for
any amount paid or incurred (whether by
suit, agreement, or otherwise) to, or at the
direction of, a government or entity de-
scribed in paragraph (4) in relation to the
violation of any law or the investigation or
inquiry by such government or entity into
the potential violation of any law.

AND OTHER
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‘‘(2) EXCEPTION FOR AMOUNTS CONSTITUTING
RESTITUTION OR PAID TO COME INTO COMPLI-
ANCE WITH LAW.—Paragraph (1) shall not
apply to any amount which—

‘“(A) the taxpayer establishes—

‘(i) constitutes restitution (including re-
mediation of property) for damage or harm
caused by or which may be caused by the
violation of any law or the potential viola-
tion of any law, or

‘“(ii) is paid to come into compliance with
any law which was violated or involved in
the investigation or inquiry, and

‘“(B) is identified as restitution or as an
amount paid to come into compliance with
the law, as the case may be, in the court
order or settlement agreement.

Identification pursuant to subparagraph (B)
alone shall not satisfy the requirement
under subparagraph (A). This paragraph
shall not apply to any amount paid or in-
curred as reimbursement to the government
or entity for the costs of any investigation
or litigation.

‘“(3) EXCEPTION FOR AMOUNTS PAID OR IN-
CURRED AS THE RESULT OF CERTAIN COURT OR-
DERS.—Paragraph (1) shall not apply to any
amount paid or incurred by order of a court
in a suit in which no government or entity
described in paragraph (4) is a party.

‘“(4) CERTAIN NONGOVERNMENTAL REGU-
LATORY ENTITIES.—An entity is described in
this paragraph if it is—

‘“(A) a nongovernmental entity which exer-
cises self-regulatory powers (including im-
posing sanctions) in connection with a quali-
fied board or exchange (as defined in section
1256(g)(7)), or

‘“(B) to the extent provided in regulations,
a nongovernmental entity which exercises
self-regulatory powers (including imposing
sanctions) as part of performing an essential
governmental function.

*“(5) EXCEPTION FOR TAXES DUE.—Paragraph
(1) shall not apply to any amount paid or in-
curred as taxes due.”.

(b) REPORTING OF DEDUCTIBLE AMOUNTS.—

(1) IN GENERAL.—Subpart B of part III of
subchapter A of chapter 61 is amended by in-
serting after section 6050T the following new
section:

“SEC. 6050U. INFORMATION WITH RESPECT TO
CERTAIN FINES, PENALTIES, AND
OTHER AMOUNTS.

‘‘(a) REQUIREMENT OF REPORTING.—

‘(1) IN GENERAL.—The appropriate official
of any government or entity which is de-
scribed in section 162(f)(4) which is involved
in a suit or agreement described in para-
graph (2) shall make a return in such form as
determined by the Secretary setting forth—

‘““(A) the amount required to be paid as a
result of the suit or agreement to which
paragraph (1) of section 162(f) applies,

‘“(B) any amount required to be paid as a
result of the suit or agreement which con-
stitutes restitution or remediation of prop-
erty, and

‘(C) any amount required to be paid as a
result of the suit or agreement for the pur-
pose of coming into compliance with any law
which was violated or involved in the inves-
tigation or inquiry.

“(2) SUIT OR AGREEMENT DESCRIBED.—

‘“‘(A) IN GENERAL.—A suit or agreement is
described in this paragraph if—

(1) it is—

“(I) a suit with respect to a violation of
any law over which the government or entity
has authority and with respect to which
there has been a court order, or

‘“(IT) an agreement which is entered into
with respect to a violation of any law over
which the government or entity has author-
ity, or with respect to an investigation or in-
quiry by the government or entity into the
potential violation of any law over which
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such government or entity has authority,
and

‘“(ii) the aggregate amount involved in all
court orders and agreements with respect to
the violation, investigation, or inquiry is
$600 or more.

‘“(B) ADJUSTMENT OF REPORTING THRESH-
OLD.—The Secretary may adjust the $600
amount in subparagraph (A)(ii) as necessary
in order to ensure the efficient administra-
tion of the internal revenue laws.

‘(3) TIME OF FILING.—The return required
under this subsection shall be filed not later
than—

“(A) 30 days after the date on which a
court order is issued with respect to the suit
or the date the agreement is entered into, as
the case may be, or

‘(B) the date specified Secretary.

““(b) STATEMENTS T0 BE FURNISHED TO INDI-
VIDUALS INVOLVED IN THE SETTLEMENT.—
Every person required to make a return
under subsection (a) shall furnish to each
person who is a party to the suit or agree-
ment a written statement showing—

‘(1) the name of the government or entity,
and

‘(2) the information supplied to the Sec-
retary under subsection (a)(1).

The written statement required under the
preceding sentence shall be furnished to the
person at the same time the government or
entity provides the Secretary with the infor-
mation required under subsection (a).

“(c) APPROPRIATE OFFICIAL DEFINED.—For
purposes of this section, the term ‘appro-
priate official’ means the officer or employee
having control of the suit, investigation, or
inquiry or the person appropriately des-
ignated for purposes of this section.”.

(2) CONFORMING AMENDMENT.—The table of
sections for subpart B of part III of sub-
chapter A of chapter 61 is amended by insert-
ing after the item relating to section 6050T
the following new item:

‘“Sec. 6050U. Information with respect to
certain fines, penalties, and
other amounts.””.

(c) EFFECTIVE DATE.—The amendments
made by this section shall apply to amounts
paid or incurred on or after the date of the
enactment of this Act, except that such
amendments shall not apply to amounts paid
or incurred under any binding order or agree-
ment entered into before such date. Such ex-
ception shall not apply to an order or agree-
ment requiring court approval unless the ap-
proval was obtained before such date.

SEC. 534. DENIAL OF DEDUCTION FOR PUNITIVE
DAMAGES.

(a) DISALLOWANCE OF DEDUCTION.—

(1) IN GENERAL.—Section 162(g) (relating to
treble damage payments under the antitrust
laws) is amended—

(A) by redesignating paragraphs (1) and (2)
as subparagraphs (A) and (B), respectively,

(B) by striking “‘If”’ and inserting:

‘(1) TREBLE DAMAGES.—If”’, and

(C) by adding at the end the following new
paragraph:

‘“(2) PUNITIVE DAMAGES.—No deduction
shall be allowed under this chapter for any
amount paid or incurred for punitive dam-
ages in connection with any judgment in, or
settlement of, any action. This paragraph
shall not apply to punitive damages de-
scribed in section 104(c).”.

(2) CONFORMING AMENDMENT.—The heading
for section 162(g) is amended by inserting
““OR PUNITIVE DAMAGES’’ after “LAWS”.

(b) INCLUSION IN INCOME OF PUNITIVE DAM-
AGES PAID BY INSURER OR OTHERWISE.—

(1) IN GENERAL.—Part II of subchapter B of
chapter 1 (relating to items specifically in-
cluded in gross income) is amended by add-
ing at the end the following new section:
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“SEC. 91. PUNITIVE DAMAGES COMPENSATED BY
INSURANCE OR OTHERWISE.

“‘Gross income shall include any amount
paid to or on behalf of a taxpayer as insur-
ance or otherwise by reason of the taxpayer’s
liability (or agreement) to pay punitive dam-
ages.”’.

(2) REPORTING REQUIREMENTS.—Section 6041
(relating to information at source) is amend-
ed by adding at the end the following new
subsection:

“(f) SECTION TO APPLY TO PUNITIVE DAM-
AGES COMPENSATION.—This section shall
apply to payments by a person to or on be-
half of another person as insurance or other-
wise by reason of the other person’s liability
(or agreement) to pay punitive damages.”’.

(3) CONFORMING AMENDMENT.—The table of
sections for part IT of subchapter B of chap-
ter 1 is amended by adding at the end the fol-
lowing new item:

“Sec. 91. Punitive damages compensated by
insurance or otherwise’.

(¢) EFFECTIVE DATE.—The amendments
made by this section shall apply to damages
paid or incurred on or after the date of the
enactment of this Act.

SEC. 535. INCREASE IN PENALTY FOR BAD
CHECKS AND MONEY ORDERS.

(a) IN GENERAL.—Section 6657 (relating to
bad checks) is amended—

(1) by striking $750”
¢$2,000”, and

(2) by striking ““$15” and inserting ‘‘$40”.

(b) EFFECTIVE DATE.—The amendments
made by this section apply to checks or
money orders received after the date of the
enactment of this Act.

Subtitle E—Provisions To Discourage
Expatriation
SEC. 541. TAX TREATMENT OF INVERTED ENTI-
TIES.

(a) IN GENERAL.—Section 7874 is amended—

(1) by striking ‘“March 4, 2003 in sub-
section (a)(2)(B)(i) and in the matter fol-
lowing subsection (a)(2)(B)(iii) and inserting
“March 20, 2002,

(2) by striking ‘‘at least 60 percent’’ in sub-
section (a)(2)(B)(ii) and inserting ‘‘more than
50 percent’’,

(3) by striking ‘80 percent’” in subsection
(b) and inserting ‘‘at least 80 percent’’,

(4) by striking ‘60 percent’ in subsection
(b) and inserting ‘‘more than 50 percent’’,

(5) by adding at the end of subsection (a)(2)
the following new sentence: ‘‘Except as pro-
vided in regulations, an acquisition of prop-
erties of a domestic corporation shall not be
treated as described in subparagraph (B) if
none of the corporation’s stock was readily
tradeable on an established securities mar-
ket at any time during the 4-year period end-
ing on the date of the acquisition.”’, and

(6) by redesignating subsection (g) as sub-
section (h) and by inserting after subsection
(f) the following new subsection:

‘(g) SPECIAL RULES APPLICABLE TO EXPA-
TRIATED ENTITIES.—

‘(1) INCREASES IN ACCURACY-RELATED PEN-
ALTIES.—In the case of any underpayment of
tax of an expatriated entity—

“‘(A) section 6662(a) shall be applied with
respect to such underpayment by sub-
stituting ‘30 percent’ for ‘20 percent’, and

“(B) if such underpayment is attributable
to one or more gross valuation understate-
ments, the increase in the rate of penalty
under section 6662(h) shall be to 50 percent
rather than 40 percent.

¢“(2) MODIFICATIONS OF LIMITATION ON INTER-
EST DEDUCTION.—In the case of an expatri-
ated entity, section 163(j) shall be applied—

“(A) without regard to paragraph (2)(A)(ii)
thereof, and

‘(B) by substituting ‘256 percent’ for ‘50 per-
cent’ each place it appears in paragraph
(2)(B) thereof.”.

and inserting
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(b) EFFECTIVE DATE.—The amendments
made by this section shall apply to taxable
years ending after March 20, 2002.

SEC. 542. REVISION OF TAX RULES ON EXPATRIA-
TION OF INDIVIDUALS.

(a) IN GENERAL.—Subpart A of part II of
subchapter N of chapter 1 is amended by in-
serting after section 877 the following new
section:

“SEC. 877A. TAX RESPONSIBILITIES OF EXPATRIA-
TON.

‘‘(a) GENERAL RULES.—For purposes of this
subtitle—

‘(1) MARK TO MARKET.—Except as provided
in subsections (d) and (f), all property of a
covered expatriate to whom this section ap-
plies shall be treated as sold on the day be-
fore the expatriation date for its fair market
value.

¢“(2) RECOGNITION OF GAIN OR LOSS.—In the
case of any sale under paragraph (1)—

““(A) notwithstanding any other provision
of this title, any gain arising from such sale
shall be taken into account for the taxable
year of the sale, and

‘(B) any loss arising from such sale shall

be taken into account for the taxable year of
the sale to the extent otherwise provided by
this title, except that section 1091 shall not
apply to any such loss.
Proper adjustment shall be made in the
amount of any gain or loss subsequently re-
alized for gain or loss taken into account
under the preceding sentence.

*“(3) EXCLUSION FOR CERTAIN GAIN.—

‘“‘(A) IN GENERAL.—The amount which, but
for this paragraph, would be includible in the
gross income of any individual by reason of
this section shall be reduced (but not below
zero) by $600,000. For purposes of this para-
graph, allocable expatriation gain taken into
account under subsection (f)(2) shall be
treated in the same manner as an amount re-
quired to be includible in gross income.

‘(B) COST-OF-LIVING ADJUSTMENT.—

‘(i) IN GENERAL.—In the case of an expa-
triation date occurring in any calendar year
after 2005, the $600,000 amount under sub-
paragraph (A) shall be increased by an
amount equal to—

“(I) such dollar amount, multiplied by

““(IT) the cost-of-living adjustment deter-
mined under section 1(f)(3) for such calendar
year, determined by substituting ‘calendar
year 2004’ for ‘calendar year 1992’ in subpara-
graph (B) thereof.

‘‘(ii) ROUNDING RULES.—If any amount after
adjustment under clause (i) is not a multiple
of $1,000, such amount shall be rounded to
the next lower multiple of $1,000.

‘“(4) ELECTION TO CONTINUE TO BE TAXED AS
UNITED STATES CITIZEN.—

““(A) IN GENERAL.—If a covered expatriate
elects the application of this paragraph—

‘(i) this section (other than this paragraph
and subsection (i)) shall not apply to the ex-
patriate, but

‘‘(ii) in the case of property to which this
section would apply but for such election,
the expatriate shall be subject to tax under
this title in the same manner as if the indi-
vidual were a United States citizen.

‘(B) REQUIREMENTS.—Subparagraph (A)
shall not apply to an individual unless the
individual—

‘(i) provides security for payment of tax in
such form and manner, and in such amount,
as the Secretary may require,

‘“(ii) consents to the waiver of any right of
the individual under any treaty of the
United States which would preclude assess-
ment or collection of any tax which may be
imposed by reason of this paragraph, and

‘“(iii) complies with such other require-
ments as the Secretary may prescribe.

‘(C) ELECTION.—An election under sub-
paragraph (A) shall apply to all property to
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which this section would apply but for the
election and, once made, shall be irrev-
ocable. Such election shall also apply to
property the basis of which is determined in
whole or in part by reference to the property
with respect to which the election was made.

““(b) ELECTION TO DEFER TAX.—

‘(1) IN GENERAL.—If the taxpayer elects the
application of this subsection with respect to
any property treated as sold by reason of
subsection (a), the payment of the additional
tax attributable to such property shall be
postponed until the due date of the return
for the taxable year in which such property
is disposed of (or, in the case of property dis-
posed of in a transaction in which gain is not
recognized in whole or in part, until such
other date as the Secretary may prescribe).

¢“(2) DETERMINATION OF TAX WITH RESPECT
TO PROPERTY.—For purposes of paragraph (1),
the additional tax attributable to any prop-
erty is an amount which bears the same
ratio to the additional tax imposed by this
chapter for the taxable year solely by reason
of subsection (a) as the gain taken into ac-
count under subsection (a) with respect to
such property bears to the total gain taken
into account under subsection (a) with re-
spect to all property to which subsection (a)
applies.

“(3) TERMINATION OF POSTPONEMENT.—No
tax may be postponed under this subsection
later than the due date for the return of tax
imposed by this chapter for the taxable year
which includes the date of death of the expa-
triate (or, if earlier, the time that the secu-
rity provided with respect to the property
fails to meet the requirements of paragraph
(4), unless the taxpayer corrects such failure
within the time specified by the Secretary).

“(4) SECURITY.—

‘“(A) IN GENERAL.—No election may be
made under paragraph (1) with respect to
any property unless adequate security is pro-
vided to the Secretary with respect to such
property.

‘(B) ADEQUATE SECURITY.—For purposes of
subparagraph (A), security with respect to
any property shall be treated as adequate se-
curity if—

‘(1) it is a bond in an amount equal to the
deferred tax amount under paragraph (2) for
the property, or

“(ii) the taxpayer otherwise establishes to
the satisfaction of the Secretary that the se-
curity is adequate.

““(5) WAIVER OF CERTAIN RIGHTS.—No elec-
tion may be made under paragraph (1) unless
the taxpayer consents to the waiver of any
right under any treaty of the United States
which would preclude assessment or collec-
tion of any tax imposed by reason of this sec-
tion.

‘“(6) ELECTIONS.—An election under para-
graph (1) shall only apply to property de-
scribed in the election and, once made, is ir-
revocable. An election may be made under
paragraph (1) with respect to an interest in a
trust with respect to which gain is required
to be recognized under subsection (f)(1).

‘“(7) INTEREST.—For purposes of section
6601—

‘“(A) the last date for the payment of tax
shall be determined without regard to the
election under this subsection, and

‘“(B) section 6621(a)(2) shall be applied by
substituting ‘6 percentage points’ for ‘3 per-
centage points’ in subparagraph (B) thereof.

‘‘(c) COVERED EXPATRIATE.—For purposes
of this section—

‘(1) IN GENERAL.—Except as provided in
paragraph (2), the term ‘covered expatriate’
means an expatriate.

‘“(2) EXCEPTIONS.—An individual shall not
be treated as a covered expatriate if—

“(A) the individual—

‘(i) became at birth a citizen of the United
States and a citizen of another country and,
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as of the expatriation date, continues to be a
citizen of, and is taxed as a resident of, such
other country, and

‘‘(ii) has not been a resident of the United
States (as defined in section 7701(b)(1)(A)(ii))
during the 5 taxable years ending with the
taxable year during which the expatriation
date occurs, or

‘“(B)(1) the individual’s relinquishment of
United States citizenship occurs before such
individual attains age 18%, and

‘‘(ii) the individual has been a resident of
the United States (as so defined) for not
more than 5 taxable years before the date of
relinquishment.

“(d) EXEMPT PROPERTY; SPECIAL RULES FOR
PENSION PLANS.—

‘(1) EXEMPT PROPERTY.—This section shall
not apply to the following:

‘“(A) UNITED STATES REAL PROPERTY INTER-
ESTS.—Any United States real property in-
terest (as defined in section 897(c)(1)), other
than stock of a United States real property
holding corporation which does not, on the
day before the expatriation date, meet the
requirements of section 897(c)(2).

‘(B) SPECIFIED PROPERTY.—Any property
or interest in property not described in sub-
paragraph (A) which the Secretary specifies
in regulations.

‘“(2) SPECIAL RULES FOR CERTAIN RETIRE-
MENT PLANS.—

““(A) IN GENERAL.—If a covered expatriate
holds on the day before the expatriation date
any interest in a retirement plan to which
this paragraph applies—

‘(i) such interest shall not be treated as
sold for purposes of subsection (a)(1), but

‘(i) an amount equal to the present value
of the expatriate’s nonforfeitable accrued
benefit shall be treated as having been re-
ceived by such individual on such date as a
distribution under the plan.

‘(B) TREATMENT OF SUBSEQUENT DISTRIBU-
TIONS.—In the case of any distribution on or
after the expatriation date to or on behalf of
the covered expatriate from a plan from
which the expatriate was treated as receiv-
ing a distribution under subparagraph (A),
the amount otherwise includible in gross in-
come by reason of the subsequent distribu-
tion shall be reduced by the excess of the
amount includible in gross income under
subparagraph (A) over any portion of such
amount to which this subparagraph pre-
viously applied.

¢(C) TREATMENT OF SUBSEQUENT DISTRIBU-
TIONS BY PLAN.—For purposes of this title, a
retirement plan to which this paragraph ap-
plies, and any person acting on the plan’s be-
half, shall treat any subsequent distribution
described in subparagraph (B) in the same
manner as such distribution would be treat-
ed without regard to this paragraph.

‘(D) APPLICABLE PLANS.—This paragraph
shall apply to—

‘(i) any qualified retirement plan (as de-
fined in section 4974(c)),

‘(i) an eligible deferred compensation
plan (as defined in section 457(b)) of an eligi-
ble employer described in section
457(e)(1)(A), and

‘“(iii) to the extent provided in regulations,
any foreign pension plan or similar retire-
ment arrangements or programs.

‘‘(e) DEFINITIONS.—For purposes of this sec-
tion—

‘(1) EXPATRIATE.—The term
means—

‘““(A) any United States citizen who relin-
quishes citizenship, and

‘“(B) any long-term resident of the United
States who—

‘(i) ceases to be a lawful permanent resi-
dent of the United States (within the mean-
ing of section 7701(b)(6)), or

‘“(ii) commences to be treated as a resident
of a foreign country under the provisions of

‘expatriate’
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a tax treaty between the United States and
the foreign country and who does not waive
the benefits of such treaty applicable to resi-
dents of the foreign country.

‘‘(2) EXPATRIATION DATE.—The term ‘expa-
triation date’ means—

‘““(A) the date an individual relinquishes
United States citizenship, or

‘“(B) in the case of a long-term resident of
the United States, the date of the event de-
scribed in clause (i) or (ii) of paragraph
1)(B).

‘“(3) RELINQUISHMENT OF CITIZENSHIP.—A
citizen shall be treated as relinquishing
United States citizenship on the earliest of—

‘““(A) the date the individual renounces
such individual’s United States nationality
before a diplomatic or consular officer of the
United States pursuant to paragraph (5) of
section 349(a) of the Immigration and Na-
tionality Act (8 U.S.C. 1481(a)(5)),

‘“(B) the date the individual furnishes to
the United States Department of State a
signed statement of voluntary relinquish-
ment of United States nationality con-
firming the performance of an act of expa-
triation specified in paragraph (1), (2), (3), or
(4) of section 349(a) of the Immigration and
Nationality Act (8 U.S.C. 1481(a)(1)-(4)),

‘(C) the date the United States Depart-
ment of State issues to the individual a cer-
tificate of loss of nationality, or

‘(D) the date a court of the United States

cancels a naturalized citizen’s certificate of
naturalization.
Subparagraph (A) or (B) shall not apply to
any individual unless the renunciation or
voluntary relinquishment is subsequently
approved by the issuance to the individual of
a certificate of loss of nationality by the
United States Department of State.

‘“(4) LONG-TERM RESIDENT.—The term ‘long-
term resident’ has the meaning given to such
term by section 877(e)(2).

“(f) SPECIAL RULES APPLICABLE TO BENE-
FICIARIES’ INTERESTS IN TRUST.—

‘(1 IN GENERAL.—Except as provided in
paragraph (2), if an individual is determined
under paragraph (3) to hold an interest in a
trust on the day before the expatriation
date—

‘“(A) the individual shall not be treated as
having sold such interest,

‘‘(B) such interest shall be treated as a sep-
arate share in the trust, and

“(C)(i) such separate share shall be treated
as a separate trust consisting of the assets
allocable to such share,

‘“(ii) the separate trust shall be treated as
having sold its assets on the day before the
expatriation date for their fair market value
and as having distributed all of its assets to
the individual as of such time, and

‘‘(iii) the individual shall be treated as

having recontributed the assets to the sepa-
rate trust.
Subsection (a)(2) shall apply to any income,
gain, or loss of the individual arising from a
distribution described in subparagraph
(C)(ii). In determining the amount of such
distribution, proper adjustments shall be
made for liabilities of the trust allocable to
an individual’s share in the trust.

¢“(2) SPECIAL RULES FOR INTERESTS IN QUALI-
FIED TRUSTS.—

“‘(A) IN GENERAL.—If the trust interest de-
scribed in paragraph (1) is an interest in a
qualified trust—

‘(i) paragraph (1) and subsection (a) shall
not apply, and

‘‘(ii) in addition to any other tax imposed
by this title, there is hereby imposed on each
distribution with respect to such interest a
tax in the amount determined under sub-
paragraph (B).

‘(B) AMOUNT OF TAX.—The amount of tax
under subparagraph (A)(ii) shall be equal to
the lesser of—
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‘‘(1) the highest rate of tax imposed by sec-
tion 1(e) for the taxable year which includes
the day before the expatriation date, multi-
plied by the amount of the distribution, or

‘“(ii) the balance in the deferred tax ac-
count immediately before the distribution
determined without regard to any increases
under subparagraph (C)(ii) after the 30th day
preceding the distribution.

‘“(C) DEFERRED TAX ACCOUNT.—For purposes
of subparagraph (B)(ii)—

‘‘(i) OPENING BALANCE.—The opening bal-
ance in a deferred tax account with respect
to any trust interest is an amount equal to
the tax which would have been imposed on
the allocable expatriation gain with respect
to the trust interest if such gain had been in-
cluded in gross income under subsection (a).

“‘(i1) INCREASE FOR INTEREST.—The balance
in the deferred tax account shall be in-
creased by the amount of interest deter-
mined (on the balance in the account at the
time the interest accrues), for periods after
the 90th day after the expatriation date, by
using the rates and method applicable under
section 6621 for underpayments of tax for
such periods, except that section 6621(a)(2)
shall be applied by substituting ‘6 percentage
points’ for ‘3 percentage points’ in subpara-
graph (B) thereof.

‘(i) DECREASE FOR TAXES PREVIOUSLY
PAID.—The balance in the tax deferred ac-
count shall be reduced—

‘“(I) by the amount of taxes imposed by
subparagraph (A) on any distribution to the
person holding the trust interest, and

‘“(IT) in the case of a person holding a non-
vested interest, to the extent provided in
regulations, by the amount of taxes imposed
by subparagraph (A) on distributions from
the trust with respect to nonvested interests
not held by such person.

‘(D) ALLOCABLE EXPATRIATION GAIN.—For
purposes of this paragraph, the allocable ex-
patriation gain with respect to any bene-
ficiary’s interest in a trust is the amount of
gain which would be allocable to such bene-
ficiary’s vested and nonvested interests in
the trust if the beneficiary held directly all
assets allocable to such interests.

‘“(E) TAX DEDUCTED AND WITHHELD.—

‘(i) IN GENERAL.—The tax imposed by sub-
paragraph (A)(ii) shall be deducted and with-
held by the trustees from the distribution to
which it relates.

‘(i) EXCEPTION WHERE FAILURE TO WAIVE
TREATY RIGHTS.—If an amount may not be
deducted and withheld under clause (i) by
reason of the distributee failing to waive any
treaty right with respect to such distribu-
tion—

‘“(I) the tax imposed by subparagraph
(A)(ii) shall be imposed on the trust and each
trustee shall be personally liable for the
amount of such tax, and

‘“(II) any other beneficiary of the trust
shall be entitled to recover from the dis-
tributee the amount of such tax imposed on
the other beneficiary.

‘“(F) DISPOSITION.—If a trust ceases to be a
qualified trust at any time, a covered expa-
triate disposes of an interest in a qualified
trust, or a covered expatriate holding an in-
terest in a qualified trust dies, then, in lieu
of the tax imposed by subparagraph (A)(i),
there is hereby imposed a tax equal to the
lesser of—

‘(i) the tax determined under paragraph (1)
as if the day before the expatriation date
were the date of such cessation, disposition,
or death, whichever is applicable, or

‘“(ii) the balance in the tax deferred ac-
count immediately before such date.

Such tax shall be imposed on the trust and
each trustee shall be personally liable for the
amount of such tax and any other bene-
ficiary of the trust shall be entitled to re-
cover from the covered expatriate or the es-
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tate the amount of such tax imposed on the
other beneficiary.

*(G) DEFINITIONS AND SPECIAL RULES.—For
purposes of this paragraph—

‘(i) QUALIFIED TRUST.—The term ‘qualified
trust’ means a trust which is described in
section 7701(a)(30)(E).

‘“(ii) VESTED INTEREST.—The term ‘vested
interest’ means any interest which, as of the
day before the expatriation date, is vested in
the beneficiary.

¢“(iii) NONVESTED INTEREST.—The term
‘nonvested interest’ means, with respect to
any beneficiary, any interest in a trust
which is not a vested interest. Such interest
shall be determined by assuming the max-
imum exercise of discretion in favor of the
beneficiary and the occurrence of all contin-
gencies in favor of the beneficiary.

‘“(iv) ADJUSTMENTS.—The Secretary may
provide for such adjustments to the bases of
assets in a trust or a deferred tax account,
and the timing of such adjustments, in order
to ensure that gain is taxed only once.

‘‘(v) COORDINATION WITH RETIREMENT PLAN
RULES.—This subsection shall not apply to
an interest in a trust which is part of a re-
tirement plan to which subsection (d)(2) ap-
plies.

‘“(3) DETERMINATION OF BENEFICIARIES’ IN-
TEREST IN TRUST.—

‘“(A) DETERMINATIONS UNDER PARAGRAPH
(1).—For purposes of paragraph (1), a bene-
ficiary’s interest in a trust shall be based
upon all relevant facts and circumstances,
including the terms of the trust instrument
and any letter of wishes or similar docu-
ment, historical patterns of trust distribu-
tions, and the existence of and functions per-
formed by a trust protector or any similar
adviser.

‘‘(B) OTHER DETERMINATIONS.—For purposes
of this section—

‘(1) CONSTRUCTIVE OWNERSHIP.—If a bene-
ficiary of a trust is a corporation, partner-
ship, trust, or estate, the shareholders, part-
ners, or beneficiaries shall be deemed to be
the trust beneficiaries for purposes of this
section.

(i) TAXPAYER RETURN POSITION.—A tax-
payer shall clearly indicate on its income
tax return—

‘“(I) the methodology used to determine
that taxpayer’s trust interest under this sec-
tion, and

“(II) if the taxpayer knows (or has reason
to know) that any other beneficiary of such
trust is using a different methodology to de-
termine such Dbeneficiary’s trust interest
under this section.

‘(g) TERMINATION OF DEFERRALS, ETC.—In
the case of any covered expatriate, notwith-
standing any other provision of this title—

(1) any period during which recognition of
income or gain is deferred shall terminate on
the day before the expatriation date, and

‘“(2) any extension of time for payment of
tax shall cease to apply on the day before the
expatriation date and the unpaid portion of
such tax shall be due and payable at the time
and in the manner prescribed by the Sec-
retary.

““(h) IMPOSITION OF TENTATIVE TAX.—

‘(1) IN GENERAL.—If an individual is re-
quired to include any amount in gross in-
come under subsection (a) for any taxable
year, there is hereby imposed, immediately
before the expatriation date, a tax in an
amount equal to the amount of tax which
would be imposed if the taxable year were a
short taxable year ending on the expatria-
tion date.

‘“(2) DUE DATE.—The due date for any tax
imposed by paragraph (1) shall be the 90th
day after the expatriation date.

“(3) TREATMENT OF TAX.—Any tax paid
under paragraph (1) shall be treated as a pay-
ment of the tax imposed by this chapter for
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the taxable year to which subsection (a) ap-
plies.

‘‘(4) DEFERRAL OF TAX.—The provisions of
subsection (b) shall apply to the tax imposed
by this subsection to the extent attributable
to gain includible in gross income by reason
of this section.

‘(i) SPECIAL LIENS FOR DEFERRED TAX
AMOUNTS.—

‘(1) IMPOSITION OF LIEN.—

““(A) IN GENERAL.—If a covered expatriate
makes an election under subsection (a)(4) or
(b) which results in the deferral of any tax
imposed by reason of subsection (a), the de-
ferred amount (including any interest, addi-
tional amount, addition to tax, assessable
penalty, and costs attributable to the de-
ferred amount) shall be a lien in favor of the
United States on all property of the expa-
triate located in the United States (without
regard to whether this section applies to the
property).

‘“(B) DEFERRED AMOUNT.—For purposes of
this subsection, the deferred amount is the
amount of the increase in the covered expa-
triate’s income tax which, but for the elec-
tion under subsection (a)(4) or (b), would
have occurred by reason of this section for
the taxable year including the expatriation
date.

‘“(2) PERIOD OF LIEN.—The lien imposed by
this subsection shall arise on the expatria-
tion date and continue until—

‘“(A) the liability for tax by reason of this
section is satisfied or has become unenforce-
able by reason of lapse of time, or

‘(B) it is established to the satisfaction of
the Secretary that no further tax liability
may arise by reason of this section.

‘“(3) CERTAIN RULES APPLY.—The rules set
forth in paragraphs (1), (3), and (4) of section
6324A(d) shall apply with respect to the lien
imposed by this subsection as if it were a
lien imposed by section 6324A.

“(j) REGULATIONS.—The Secretary shall
prescribe such regulations as may be nec-
essary or appropriate to carry out the pur-
poses of this section.”.

(b) INCLUSION IN INCOME OF GIFTS AND BE-
QUESTS RECEIVED BY UNITED STATES CITIZENS
AND RESIDENTS FROM EXPATRIATES.—Section
102 (relating to gifts, etc. not included in
gross income) is amended by adding at the
end the following new subsection:

‘(d) GIFTS AND INHERITANCES FrOM CoV-
ERED EXPATRIATES.—

‘(1) IN GENERAL.—Subsection (a) shall not
exclude from gross income the value of any
property acquired by gift, bequest, devise, or
inheritance from a covered expatriate after
the expatriation date. For purposes of this
subsection, any term used in this subsection
which is also used in section 877A shall have
the same meaning as when used in section
8TTA.

‘“(2) EXCEPTIONS FOR TRANSFERS OTHERWISE
SUBJECT TO ESTATE OR GIFT TAX.—Paragraph
(1) shall not apply to any property if either—

““(A) the gift, bequest, devise, or inherit-
ance is—

‘(i) shown on a timely filed return of tax
imposed by chapter 12 as a taxable gift by
the covered expatriate, or

‘‘(ii) included in the gross estate of the
covered expatriate for purposes of chapter 11
and shown on a timely filed return of tax im-
posed by chapter 11 of the estate of the cov-
ered expatriate, or

‘(B) no such return was timely filed but no
such return would have been required to be
filed even if the covered expatriate were a
citizen or long-term resident of the United
States.”.

(c) DEFINITION OF TERMINATION OF UNITED
STATES CITIZENSHIP.—Section 7701(a) is
amended by adding at the end the following
new paragraph:
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‘(49) TERMINATION OF UNITED STATES CITI-
ZENSHIP.—

‘“(A) IN GENERAL.—An individual shall not
cease to be treated as a United States citizen
before the date on which the individual’s
citizenship is treated as relinquished under
section 877A(e)(3).

‘(B) DUAL cCITIZENS.—Under regulations
prescribed by the Secretary, subparagraph
(A) shall not apply to an individual who be-
came at birth a citizen of the United States
and a citizen of another country.”’.

(d) INELIGIBILITY FOR VISA OR ADMISSION TO
UNITED STATES.—

(1) IN GENERAL.—Section 212(a)(10)(E) of the
Immigration and Nationality Act (8 U.S.C.
1182(a)(10)(E)) is amended to read as follows:

“(E) FORMER CITIZENS NOT IN COMPLIANCE
WITH EXPATRIATION REVENUE PROVISIONS.—
Any alien who is a former citizen of the
United States who relinquishes United
States citizenship (within the meaning of
section 877A(e)(3) of the Internal Revenue
Code of 1986) and who is not in compliance
with section 877A of such Code (relating to
expatriation) is inadmissible.”.

(2) AVAILABILITY OF INFORMATION.—

(A) IN GENERAL.—Section 6103(1) (relating
to disclosure of returns and return informa-
tion for purposes other than tax administra-
tion) is amended by adding at the end the
following new paragraph:

€“(21) DISCLOSURE TO DENY VISA OR ADMIS-
SION TO CERTAIN EXPATRIATES.—Upon written
request of the Attorney General or the At-
torney General’s delegate, the Secretary
shall disclose whether an individual is in
compliance with section 877A (and if not in
compliance, any items of noncompliance) to
officers and employees of the Federal agency
responsible for administering section
212(a)(10)(E) of the Immigration and Nation-
ality Act solely for the purpose of, and to the
extent necessary in, administering such sec-
tion 212(a)(10)(E).”.

(B) SAFEGUARDS.—Section 6103(p)(4) (relat-
ing to safeguards) is amended by striking ‘‘or
(20)” each place it appears and inserting
“(20), or (21).

(3) EFFECTIVE DATES.—The amendments
made by this subsection shall apply to indi-
viduals who relinquish United States citizen-
ship on or after the date of the enactment of
this Act.

(e) CONFORMING AMENDMENTS.—

(1) Section 877 is amended by adding at the
end the following new subsection:

‘“(h) APPLICATION.—This section shall not
apply to an expatriate (as defined in section
877A(e)) whose expatriation date (as so de-
fined) occurs on or after the date of the en-
actment of this subsection.”.

(2) Section 2107 is amended by adding at
the end the following new subsection:

‘“(f) APPLICATION.—This section shall not
apply to any expatriate subject to section
8T7TA.”.

(3) Section 2501(a)(3) is amended by adding
at the end the following new subparagraph:

“(C) APPLICATION.—This paragraph shall
not apply to any expatriate subject to sec-
tion 877A.”.

(4) Section 6039G(a) is amended by insert-
ing ‘‘or 87T7A” after ‘‘section 877(b)”’.

(5) The second sentence of section 6039G(d)
is amended by inserting ‘‘or who relinquishes
United States citizenship (within the mean-
ing of section 877A(e)(3))” after ‘‘section
877(a))”’.

(f) CLERICAL AMENDMENT.—The table of
sections for subpart A of part II of sub-
chapter N of chapter 1 is amended by insert-
ing after the item relating to section 877 the
following new item:

““Sec. 8TTA. Tax responsibilities of expatria-
tion.”.

(g) EFFECTIVE DATE.—
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(1) IN GENERAL.—Except as provided in this
subsection, the amendments made by this
section shall apply to expatriates (within the
meaning of section 877A(e) of the Internal
Revenue Code of 1986, as added by this sec-
tion) whose expatriation date (as so defined)
occurs on or after the date of the enactment
of this Act.

(2) GIFTS AND BEQUESTS.—Section 102(d) of
the Internal Revenue Code of 1986 (as added
by subsection (b)) shall apply to gifts and be-
quests received on or after the date of the
enactment of this Act, from an individual or
the estate of an individual whose expatria-
tion date (as so defined) occurs after such
date.

(3) DUE DATE FOR TENTATIVE TAX.—The due
date under section 877A(h)(2) of the Internal
Revenue Code of 1986, as added by this sec-
tion, shall in no event occur before the 90th
day after the date of the enactment of this
Act.

Subtitle F—Miscellaneous Provisions
SEC. 551. TREATMENT OF CONTINGENT PAYMENT
CONVERTIBLE DEBT INSTRUMENTS.

(a) IN GENERAL.—Section 1275(d) (relating
to regulation authority) is amended—

(1) by striking ‘“The Secretary’ and insert-
ing the following:

‘(1) IN GENERAL.—The Secretary’’, and

(2) by adding at the end the following new
paragraph:

‘(2) TREATMENT OF CONTINGENT PAYMENT
CONVERTIBLE DEBT.—

“‘(A) IN GENERAL.—In the case of a debt in-
strument which—

‘‘(i) is convertible into stock of the issuing
corporation, into stock or debt of a related
party (within the meaning of section 267(b)
or 707(b)(1)), or into cash or other property in
an amount equal to the approximate value of
such stock or debt, and

*‘(ii) provides for contingent payments,
any regulations which require original issue
discount to be determined by reference to
the comparable yield of a noncontingent
fixed-rate debt instrument shall be applied
as if the regulations require that such com-
parable yield be determined by reference to a
noncontingent fixed-rate debt instrument
which is convertible into stock.

‘‘(B) SPECIAL RULE.—For purposes of sub-
paragraph (A), the comparable yield shall be
determined without taking into account the
yield resulting from the conversion of a debt
instrument into stock.”.

(b) CROSS REFERENCE.—Section 163(e)(6)
(relating to cross references) is amended by
adding at the end the following:

“For the treatment of contingent payment
convertible debt, see section 1275(d)(2).”.

(¢) EFFECTIVE DATE.—The amendments
made by this section shall apply to debt in-
struments issued on or after the date of the
enactment of this Act.

SEC. 552. GRANT OF TREASURY REGULATORY AU-
THORITY TO ADDRESS FOREIGN TAX
CREDIT TRANSACTIONS INVOLVING
INAPPROPRIATE SEPARATION OF
FOREIGN TAXES FROM RELATED
FOREIGN INCOME.

(a) IN GENERAL.—Section 901 (relating to
taxes of foreign countries and of possessions
of United States) is amended by redesig-
nating subsection (m) as subsection (n) and
by inserting after subsection (1) the fol-
lowing new subsection:

‘“‘(m) REGULATIONS.—The Secretary may
prescribe regulations disallowing a credit
under subsection (a) for all or a portion of
any foreign tax, or allocating a foreign tax
among 2 or more persons, in cases where the
foreign tax is imposed on any person in re-
spect of income of another person or in other
cases involving the inappropriate separation
of the foreign tax from the related foreign
income.”.
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(b) EFFECTIVE DATE.—The amendments
made by this section shall apply to trans-
actions entered into after the date of the en-
actment of this Act.

SEC. 553. REPEAL OF SPECIAL PROPERTY EXCEP-
TION TO LEASING PROVISIONS OF
THE AMERICAN JOBS CREATION ACT
OF 2004.

(a) IN GENERAL.—Section 849(b) of the
American Jobs Creation Act of 2004 is
amended by striking paragraphs (1) and (2),
by redesignating paragraphs (3) and (4) as
paragraphs (1) and (2), respectively.

(b) LEASES TO FOREIGN ENTITIES.—Section
849(b) of the American Jobs Creation Act of
2004, as amended by subsection (a), is amend-
ed by adding at the end the following new
paragraph:

“(3) LEASES TO FOREIGN ENTITIES.—In the
case of tax-exempt use property leased to a
tax-exempt entity which is a foreign person
or entity, the amendments made by this part
shall apply to taxable years beginning after
December 31, 2005, with respect to leases en-
tered into on or before March 12, 2004.”".

(c) EFFECTIVE DATE.—The amendments
made by this section shall take effect as if
included in the enactment of the American
Jobs Creation Act of 2004.

SEC. 554. APPLICATION OF EARNINGS STRIPPING
RULES TO PARTNERS WHICH ARE
CORPORATIONS.

(a) IN GENERAL.—Section 163(j) (relating to
limitation on deduction for interest on cer-
tain indebtedness) is amended by redesig-
nating paragraph (8) as paragraph (9) and by
inserting after paragraph (7) the following
new paragraph:

¢“(8) TREATMENT OF CORPORATE PARTNERS.—
Except to the extent provided by regula-
tions, in applying this subsection to a cor-
poration which owns (directly or indirectly)
an interest in a partnership—

‘“(A) such corporation’s distributive share
of interest income paid or accrued to such
partnership shall be treated as interest in-
come paid or accrued to such corporation,

‘(B) such corporation’s distributive share
of interest paid or accrued by such partner-
ship shall be treated as interest paid or ac-
crued by such corporation, and

‘(C) such corporation’s share of the liabil-
ities of such partnership shall be treated as
liabilities of such corporation.”.

(b) ADDITIONAL REGULATORY AUTHORITY.—
Section 163(j)(9) (relating to regulations), as
redesignated by subsection (a), is amended
by striking ‘‘and” at the end of subparagraph
(B), by striking the period at the end of sub-
paragraph (C) and inserting ¢, and’, and by
adding at the end the following new subpara-
graph:

‘(D) regulations providing for the realloca-
tion of shares of partnership indebtedness, or
distributive shares of the partnership’s inter-
est income or interest expense, as may be ap-
propriate to carry out the purposes of this
subsection.”.

(¢c) EFFECTIVE DATE.—The amendments
made by this section shall apply to taxable
years beginning on or after the date of the
enactment of this Act.

SEC. 555. LIMITATION OF EMPLOYER DEDUCTION
FOR CERTAIN ENTERTAINMENT EX-
PENSES.

(a) IN GENERAL.—Paragraph (2) of section
274(e) (relating to expenses treated as com-
pensation) is amended to read as follows:

¢“(2) EXPENSES TREATED AS COMPENSATION.—
Expenses for goods, services, and facilities,
to the extent that the expenses do not exceed
the amount of the expenses which are treat-
ed by the taxpayer, with respect to the re-
cipient of the entertainment, amusement, or
recreation, as compensation to an employee
on the taxpayer’s return of tax under this
chapter and as wages to such employee for
purposes of chapter 24 (relating to with-
holding of income tax at source on wages).”.
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(b) PERSONS NOT EMPLOYEES.—Paragraph
(9) of section 274(e) is amended by striking
‘“‘to the extent that the expenses are includ-
ible in the gross income’ and inserting ‘‘to
the extent that the expenses do not exceed
the amount of the expenses which are includ-
ible in the gross income™.

(c) EFFECTIVE DATE.—The amendments
made by this section shall apply to expenses
incurred after the date of the enactment of
this Act.

SEC. 556. INCREASE IN AGE OF MINOR CHILDREN
WHOSE UNEARNED INCOME IS
TAXED AS IF PARENT’S INCOME.

(a) IN GENERAL.—Section 1(g2)(2)(A) (relat-
ing to child to whom subsection applies) is
amended by striking ‘‘age 14’ and inserting
‘‘age 187,

(b) TREATMENT OF DISTRIBUTIONS FROM
QUALIFIED DISABILITY TRUSTS.—Section
1(g)(4) (relating to net unearned income) is
amended by adding at the end the following
new subparagraph:

“(C) TREATMENT OF DISTRIBUTIONS FROM
QUALIFIED DISABILITY TRUSTS.—For purposes
of this subsection, in the case of any child
who is a beneficiary of a qualified disability
trust (as defined in section 642(b)(2)(C)(ii)),
any amount included in the income of such
child under sections 652 and 662 during a tax-
able year shall be considered earned income
of such child for such taxable year.”’.

(c) EFFECTIVE DATE.—The amendments
made by this section shall apply to taxable
years beginning after December 31, 2005.

SEC. 557. LOAN AND REDEMPTION REQUIRE-
MENTS ON POOLED FINANCING RE-
QUIREMENTS.

(a) STRENGTHENED REASONABLE EXPECTA-
TION REQUIREMENT.—Subparagraph (A) of
section 149(f)(2) (relating to reasonable ex-
pectation requirement) is amended to read
as follows:

‘“(A) IN GENERAL.—The requirements of
this paragraph are met with respect to an
issue if the issuer reasonably expects that—

‘(i) as of the close of the 1-year period be-
ginning on the date of issuance of the issue,
at least 50 percent of the net proceeds of the
issue (as of the close of such period) will
have been used directly or indirectly to
make or finance loans to ultimate borrowers,
and

‘“(ii) as of the close of the 3-year period be-
ginning on such date of issuance, at least 95
percent of the net proceeds of the issue (as of
the close of such period) will have been so
used.”’.

(b) WRITTEN LOAN COMMITMENT AND RE-
DEMPTION REQUIREMENTS.—Section 149(f) (re-
lating to treatment of certain pooled financ-
ing bonds) is amended by redesignating para-
graphs (4) and (5) as paragraphs (6) and (7),
respectively, and by inserting after para-
graph (3) the following new paragraphs:

“(4) WRITTEN LOAN COMMITMENT REQUIRE-
MENT.—

‘“(A) IN GENERAL.—The requirement of this
paragraph is met with respect to an issue if
the issuer receives prior to issuance written
loan commitments identifying the ultimate
potential borrowers of at least 50 percent of
the net proceeds of such issue.

‘(B) EXCEPTION.—Subparagraph (A) shall
not apply with respect to any issuer which is
a State (or an integral part of a State)
issuing pooled financing bonds to make or fi-
nance loans to subordinate governmental
units of such State or to State-created enti-
ties providing financing for water-infrastruc-
ture projects through the federally-spon-
sored State revolving fund program.

‘“(5) REDEMPTION REQUIREMENT.—The re-
quirement of this paragraph is met if to the
extent that less than the percentage of the
proceeds of an issue required to be used
under clause (i) or (ii) of paragraph (2)(A) is
used by the close of the period identified in
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such clause, the issuer uses an amount of
proceeds equal to the excess of—

“(A) the amount required to be used under
such clause, over

‘(B) the amount actually used by the close
of such period,

“to redeem outstanding bonds within 90
days after the end of such period.”.

(¢) ELIMINATION OF DISREGARD OF POOLED
BONDS IN DETERMINING ELIGIBILITY FOR
SMALL ISSUER EXCEPTION TO ARBITRAGE RE-
BATE.—Section 148(f)(4)(D)(ii) (relating to ag-
gregation of issuers) is amended by striking
subclause (II) and by redesignating sub-
clauses (III) and (IV) as subclauses (II) and
(IIT), respectively.

(d) CONFORMING AMENDMENTS.—

(1) Section 149(f)(1) is amended by striking
“paragraphs (2) and (3)”’ and inserting ‘‘para-
graphs (2), (3), (4), and (5)”.

(2) Section 149(f)(7)(B), as redesignated by
subsection (b), is amended by striking ‘‘para-
graph (4)(A)” and inserting ‘‘paragraph
6)(A)”.

(3) Section 54(1)(2) is amended by striking
“‘section 149(f)(4)(A)” and inserting ‘‘section
149(£)(6)(A)”.

(e) EFFECTIVE DATE.—The amendments
made by this section shall apply to bonds
issued after the date of the enactment of this
Act.

SEC. 558. REPORTING OF INTEREST ON TAX-EX-
EMPT BONDS.

(a) IN GENERAL.—Section 6049(b)(2) (relat-
ing to exceptions) is amended by striking
subparagraph (B) and by redesignating sub-
paragraphs (C) and (D) as subparagraphs (B)
and (C), respectively.

(b) CONFORMING  AMENDMENT.—Section
6049(b)(2)(C), as redesignated by subsection
(a), is amended by striking ‘‘subparagraph
(C)” and inserting ‘‘subparagraph (B)”’.

(c) EFFECTIVE DATE.—The amendments
made by this section shall apply to interest
earned after December 31, 2005.

SEC. 559. MODIFICATION OF CREDIT FOR PRO-
DUCING FUEL FROM A NONCONVEN-
TIONAL SOURCE.

(a) TAXABLE YEARS ENDING BEFORE 2006.—

(1) MODIFICATION OF PHASEOUT.—

(A) IN GENERAL.—Section 29(b)(1)(A) is
amended by inserting ‘‘the calendar year
preceding’’ before ‘‘the calendar year’.

(B) CONFORMING AMENDMENTS.—Section
29(b)((2) is amended—

(i) by striking ‘““The’’ and inserting ‘With
respect to any calendar year, the’’, and

(ii) by striking ‘‘for the calendar year in
which the sale occurs’” and inserting ‘‘for
such calendar year’.

(2) NO INFLATION ADJUSTMENT FOR THE
CREDIT AMOUNT IN 2005.—Section 29(b)(2), as
amended by paragraph (1), is amended by
adding at the end the following new sen-
tence: ‘‘This paragraph shall not apply with
respect to the $3 amount in subsection (a) for
calendar year 2005 and the amount in effect
under subsection (a) for sales in such cal-
endar year shall be the amount which was in
effect for sales in calendar year 2004.”’.

(b) TAXABLE YEARS ENDING AFTER 2005.—

(1) MODIFICATION OF PHASEOUT.—

(A) IN GENERAL.—Section 45K(b)(1)(A) is
amended by inserting ‘‘the calendar year
preceding’’ before ‘‘the calendar year’.

(B) CONFORMING AMENDMENTS.—Section
45K (b)((2) is amended—

(i) by striking ‘““The’ and inserting ‘With
respect to any calendar year, the’’, and

(ii) by striking ‘‘for the calendar year in
which the sale occurs’” and inserting ‘‘for
such calendar year’.

(2) NO INFLATION ADJUSTMENT FOR THE
CREDIT AMOUNT IN 2005, 2006, AND 2007.—Section
45K(b)(2), as amended by paragraph (1), is
amended by adding at the end the following
new sentence: ‘‘This paragraph shall not
apply with respect to the $3 amount in sub-
section (a) for calendar years 2005, 2006, and
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2007 and the amount in effect under sub-
section (a) for sales in each such calendar
year shall be the amount which was in effect
for sales in calendar year 2004.”.

(3) TREATMENT OF COKE AND COKE GAS.—

(A) NONAPPLICATION OF PHASEOUT.—Section
45K (2)(2) is amended by adding at the end the
following new subparagraph:

‘(D) NONAPPLICATION OF PHASEOUT.—Sub-
section (b)(1) shall not apply.”.

(B) APPLICATION OF INFLATION ADJUST-
MENT.—Section 45K(g)(2)(B) is amended by
inserting ‘‘and the last sentence of sub-
section (b)(2) shall not apply.”.

(C) CLARIFICATION OF QUALIFYING FACIL-
ITY.—Section 45K(g)(1) is amended by insert-
ing ‘“‘(other than from petroleum based prod-
ucts)’” after ‘‘coke or coke gas’’.

(c) EFFECTIVE DATE.—The amendments
made by this section shall apply to fuel sold
after December 31, 2004.

SEC. 560. MODIFICATION OF INDIVIDUAL ESTI-
MATED TAX SAFE HARBOR.

(a) IN GENERAL.—The table contained in
section 6654(d)(1)(C) is amended by striking
¢“2002 or thereafter’ and inserting ‘2002, 2003,
2004, or 2005 and by adding at the end the
following new items:

2007 or thereafter ...

(b) EFFECTIVE DATE.—The amendments
made by this section shall apply with respect
to any installment payment for taxable
years beginning after December 31, 2005.

SEC. 561. REVALUATION OF LIFO INVENTORIES
OF LARGE INTEGRATED OIL COMPA-
NIES.

(a) GENERAL RULE.—Notwithstanding any
other provision of law, if a taxpayer is an ap-
plicable integrated oil company for its last
taxable year ending in calendar year 2005,
the taxpayer shall—

(1) increase, effective as of the close of
such taxable year, the value of each historic
LIFO layer of inventories of crude oil, nat-
ural gas, or any other petroleum product
(within the meaning of section 4611) by the
layer adjustment amount, and

(2) decrease its cost of goods sold for such

taxable year by the aggregate amount of the
increases under paragraph (1).
If the aggregate amount of the increases
under paragraph (1) exceed the taxpayer’s
cost of goods sold for such taxable year, the
taxpayer’s gross income for such taxable
year shall be increased by the amount of
such excess.

(b) LAYER ADJUSTMENT AMOUNT.—For pur-
poses of this section—

(1) IN GENERAL.—The term ‘‘layer adjust-
ment amount’” means, with respect to any
historic LIFO layer, the product of—

(A) $18.75, and

(B) the number of barrels of crude oil (or in
the case of natural gas or other petroleum
products, the number of barrel-of-oil equiva-
lents) represented by the layer.

(2) BARREL-OF-OIL EQUIVALENT.—The term
“‘barrel-of-oil equivalent’’ has the meaning
given such term by section 29(d)(5) (as in ef-
fect before its redesignation by the Energy
Tax Incentives Act of 2005).

(¢) APPLICATION OF REQUIREMENT.—

(1) NO CHANGE IN METHOD OF ACCOUNTING.—
Any adjustment required by this section
shall not be treated as a change in method of
accounting.

(2) UNDERPAYMENTS OF ESTIMATED TAX.—O
addition to the tax shall be made under sec-
tion 6655 of the Internal Revenue Code of 1986
(relating to failure by corporation to pay es-
timated tax) with respect to any under-
payment of an installment required to be
paid with respect to the taxable year de-
scribed in subsection (a) to the extent such
underpayment was created or increased by
this section.
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(d) APPLICABLE INTEGRATED OIL CoOM-
PANY.—For purposes of this section, the term
‘“‘applicable integrated oil company’ means
an integrated oil company (as defined in sec-
tion 291(b)(4) of the Internal Revenue Code of
1986) which has an average daily worldwide
production of crude oil of at least 500,000
barels for the taxable year and which had
gross receipts in excess of $1,000,000,000 for
its last taxable year ending during calendar
year 2005. For purposes of this subsection all
persons treated as a single employer under
subsections (a) and (b) of section 52 of the In-
ternal Revenue Code of 1986 shall be treated
as 1 person and, in the case of a short taxable
year, the rule under section 448(c)(3)(B) shall
apply.

SEC. 562. ELIMINATION OF AMORTIZATION OF
GEOLOGICAL AND GEOPHYSICAL EX-
PENDITURES FOR MAJOR INTE-
GRATED OIL COMPANIES.

(a) IN GENERAL.—Section 167(h) is amended
by adding at the end the following new para-
graph:

‘‘(5) NONAPPLICATION TO MAJOR INTEGRATED
OIL COMPANIES.—This subsection shall not
apply with respect to any expenses paid or
incurred for any taxable year by any inte-
grated oil company (as defined in section
291(b)(4)) which has an average daily world-
wide production of crude oil of at least
500,000 barrels for such taxable year.”.

(b) EFFECTIVE DATE.—The amendment
made by this section shall take effect as if
included in the amendment made by section
1329(a) of the Energy Policy Act of 2005.

SEC. 563. VALUATION OF EMPLOYEE PERSONAL
USE OF NONCOMMERCIAL AIR-
CRAFT.

(a) IN GENERAL.—For purposes of Federal
income tax inclusion, the value of any em-
ployee personal use of noncommercial air-
craft shall equal the excess (if any) of—

(1) greater of—

(A) the fair market value of such use, or

(B) the actual cost of such use (including
all fixed and variable costs), over

(2) any amount paid by or on behalf of such
employee for such use.

(b) EFFECTIVE DATE.—Subsection (a) shall
apply to use after the date of the enactment
of this Act.

SEC. 564. APPLICATION OF FIRPTA TO REGU-
LATED INVESTMENT COMPANIES.

(a) IN GENERAL.—Subclause (II) of section
897(h)(4)(A)(i) (defining qualified investment
entity) is amended by inserting ‘‘which is a
United States real property holding corpora-
tion or which would be a United States real
property holding corporation if the excep-
tions provided in subsections (¢)(3) and (h)(2)
did not apply to interests in any real estate
investment trust or regulated investment
company’’ after ‘‘regulated investment com-
pany’’.

(b) EFFECTIVE DATE.—The amendment
made by this section shall apply to distribu-
tions with respect to taxable years beginning
after December 31, 2004.

SEC. 565. TREATMENT OF DISTRIBUTIONS AT-
TRIBUTABLE TO FIRPTA GAINS.

(a) QUALIFIED INVESTMENT ENTITY.—

(1) IN GENERAL.—Section 897(h)(1) is amend-
ed—

(A) by striking ‘‘a nonresident alien indi-
vidual or a foreign corporation” in the first
sentence and inserting ‘‘a nonresident alien
individual, a foreign corporation, or other
qualified investment entity”’,

(B) by striking ‘‘such nonresident alien in-
dividual or foreign corporation’ in the first
sentence and inserting ‘‘such nonresident
alien individual, foreign corporation, or
other qualified investment entity’’, and

(C) by striking the second sentence and in-
serting the following new sentence: ‘“‘Not-
withstanding the preceding sentence, any
distribution by a qualified investment entity
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to a nonresident alien, a foreign corporation,
or other qualified investment entity with re-
spect to any class of stock which is regularly
traded on an established securities market
located in the United States shall not be
treated as gain recognized from the sale or
exchange of a United States real property in-
terest if the shareholder did not own more
than 5 percent of such class of stock at any
time during the 1 year period ending on the
date of such distribution.”.

(2) APPLICATION AFTER 2007.—Clause (ii) of
section 897(h)(4)(A) is amended by adding at
the end the following new sentence: ‘‘Not-
withstanding the preceding sentence, an en-
tity described in clause (i)(IT) shall be treat-
ed as a qualified investment entity for pur-
poses of applying paragraph (1) in any case in
which a real estate investment trust makes
a distribution to an entity described in
clause (i)(II).”.

(b) TREATMENT OF CERTAIN DISTRIBUTIONS
AS DIVIDENDS.—

(1) IN GENERAL.—Section 852(b)(3) (relating
to capital gains) is amended by adding at the
end the following new subparagraph:

‘“(E) CERTAIN DISTRIBUTIONS.—In the case
of a distribution to which section 897 does
not apply by reason of the second sentence of
section 897(h)(1), the amount of such dis-
tribution which would be included in com-
puting long-term capital gains for the share-
holder under subparagraph (B) or (D) (with-
out regard to this subparagraph)—

‘(i) shall not be included in computing
such shareholder’s long-term capital gains,
and

¢“(ii) shall be included in such shareholder’s
gross income as a dividend from the regu-
lated investment company.”’.

(2) CONFORMING AMENDMENT.—Section
871(k)(2) (relating to short-term capital gain
dividends) is amended by adding at the end
the following new subparagraph:

‘‘(E) CERTAIN DISTRIBUTIONS.—In the case
of a distribution to which section 897 does
not apply by reason of the second sentence of
section 897(h)(1), the amount which would be
treated as a short-term capital gain dividend
to the shareholder (without regard to this
subparagraph)—

‘(i) shall not be treated as a short-term
capital gain dividend, and

‘“(ii) shall be included in such shareholder’s
gross income as a dividend from the regu-
lated investment company.”.

(¢) EFFECTIVE DATES.—

(1) IN GENERAL.—Except as provided in
paragraph (2), the amendments made by this
section shall apply to taxable years of quali-
fied investment entities beginning after the
date of the enactment of this Act.

(2) DIVIDENDS.—The amendments made by
subsection (b) shall apply to dividends with
respect to taxable years of regulated invest-
ment companies beginning after December
31, 2004.

SEC. 566. PREVENTION OF AVOIDANCE OF TAX
ON INVESTMENTS OF FOREIGN PER-
SONS IN UNITED STATES REAL
PROPERTY THROUGH WASH SALE
TRANSACTIONS.

(a) IN GENERAL.—Section 897(h) of the In-
ternal Revenue Code of 1986 (relating to spe-
cial rules in certain investment entities) is
amended by redesignating paragraph (4) as
paragraph (b) and by inserting after para-
graph (3) the following new paragraph:

‘“(4) TREATMENT OF CERTAIN WASH SALE
TRANSACTIONS.—

‘““(A) IN GENERAL.—If an interest in a do-
mestically controlled qualified investment
entity is disposed of in an applicable wash
sale transaction, the taxpayer shall, for pur-
poses of this section, be treated as having
gain from the sale or exchange of a United
States real property interest in an amount
equal to the portion of the distribution de-
scribed in subparagraph (B) with respect to
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such interest which, but for the disposition,
would have been treated by the taxpayer as
gain from the sale or exchange of a United
States real property interest under para-
graph (1).

“(B) APPLICABLE WASH SALES TRANS-
ACTION.—For purposes of this paragraph—

‘(i) IN GENERAL.—The term ‘applicable
wash sales transaction’ means any trans-
action (or series of transactions) under
which a nonresident alien individual or for-
eign corporation—

“(I) disposes of an interest in a domesti-
cally controlled qualified investment entity
during the 30-day period preceding a dis-
tribution which is to be made with respect to
the interest and any portion of which, but
for the disposition, would have been treated
by the taxpayer as gain from the sale or ex-
change of a United States real property in-
terest under paragraph (1), and

“(IT) acquires an identical interest in such

entity during the 60-day period beginning
with the 1st day of the 30-day period de-
scribed in subclause (I).
For purposes of subclause (II), a nonresident
alien individual or foreign corporation shall
be treated as having acquired any interest
acquired by a person related (within the
meaning of section 465(b)(3)(C)) to the indi-
vidual or corporation.

(i) EXCEPTION WHERE DISTRIBUTION ACTU-
ALLY RECEIVED.—A transaction shall not be
treated as an applicable wash sales trans-
action if the nonresident alien individual or
foreign corporation receives the distribution
described in clause (i)(I) with respect to ei-
ther the interest which was disposed of, or
acquired, in the transaction.

‘(iii) EXCEPTION FOR CERTAIN PUBLICLY
TRADED STOCK.—A transaction shall not be
treated as an applicable wash sales trans-
action if it involves the disposition of any
class of stock in a qualified investment enti-
ty which is regularly traded on an estab-
lished securities market within the United
States but only if the nonresident alien indi-
vidual or foreign corporation did not own
more than 5 percent of such class of stock at
any time during the 1-year period ending on
the date of the distribution described in
clause (i)(I).”.

(b) NO WITHHOLDING REQUIRED.—Section
1445(b) of the Internal Revenue Code of 1986
(relating to exemptions) is amended by add-
ing at the end the following new paragraph:

‘() APPLICABLE WASH SALES TRANS-
ACTIONS.—No person shall be required to de-
duct and withhold any amount under sub-
section (a) with respect to a disposition
which is treated as a disposition of a United
States real property interest solely by rea-
son of section 897(h)(4).”.

(¢) EFFECTIVE DATE.—The amendments
made by this section shall apply to disposi-
tions after December 31, 2005, in taxable
years ending after such date.

SEC. 567. MODIFICATIONS TO RULES RELATING
TO TAXATION OF DISTRIBUTIONS OF
STOCK AND SECURITIES OF A CON-
TROLLED CORPORATION.

(a) MODIFICATION OF ACTIVE BUSINESS DEFI-
NITION UNDER SECTION 355.—

(1) IN GENERAL.—Section 355(b) (defining
active conduct of a trade or business) is
amended by adding at the end the following
new paragraph:

‘(3) SPECIAL RULES RELATING TO ACTIVE
BUSINESS REQUIREMENT.—

‘““(A) IN GENERAL.—For purposes of deter-
mining whether a corporation meets the re-
quirement of paragraph (2)(A), all members
of such corporation’s separate affiliated
group shall be treated as 1 corporation. For
purposes of the preceding sentence, the term
‘separate affiliated group’ means, with re-
spect to any corporation, the affiliated group
which would be determined under section
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1504(a) if such corporation were the common
parent and section 1504(b) did not apply.

“(B) CoNTROL.—For purposes of paragraph
(2)(D), all distributee corporations which are
members of the same affiliated group (as de-
fined in section 1504(a) without regard to sec-
tion 1504(b)) shall be treated as 1 distributee
corporation.”’.

(2) CONFORMING AMENDMENTS.—

(A) Subparagraph (A) of section 355(b)(2) is
amended to read as follows:

““(A) it is engaged in the active conduct of
a trade or business,’’.

(B) Section 355(b)(2) of such Code is amend-
ed by striking the last sentence.

(3) EFFECTIVE DATES.—

(A) IN GENERAL.—The amendments made
by this subsection shall apply—

(i) to distributions after the date of the en-
actment of this Act, and before January 1,
2010, and

(ii) for purposes of determining the contin-
ued qualification under section 355(b)(2)(A) of
the Internal Revenue Code of 1986 (as amend-
ed by paragraph (2)(A)) of distributions made
before such date, as a result of an acquisi-
tion, disposition, or other restructuring after
such date and before January 1, 2010.

(B) TRANSITION RULE.—The amendments
made by this subsection shall not apply to
any distribution pursuant to a transaction
which is—

(i) made pursuant to an agreement which
was binding on such date of enactment and
at all times thereafter,

(ii) described in a ruling request submitted
to the Internal Revenue Service on or before
such date, or

(iii) described on or before such date in a
public announcement or in a filing with the
Securities and Exchange Commission.

(C) ELECTIONS.—

(i) OUT OF TRANSITION RELIEF.—Subpara-
graph (B) shall not apply if the distributing
corporation elects not to have such subpara-
graph apply to distributions of such corpora-
tion. Any such election, once made, shall be
irrevocable.

(ii) APPLICATION TO PRIOR DISTRIBUTIONS.—
Subparagraph (A)(ii) shall not apply to a dis-
tributing or controlled corporation if the
corporation elects not to have such subpara-
graph apply to such corporation. Any such
election, once made, shall be irrevocable.

(b) SECTION 355 NOT TO APPLY TO DISTRIBU-
TIONS IF THE DISTRIBUTING OR CONTROLLED
CORPORATION IS A DISQUALIFIED INVESTMENT
CORPORATION.—

(1) IN GENERAL.—Section 355 (relating to
distributions of stock and securities of a con-
trolled corporation) is amended by adding at
the end the following new subsection:

‘(g) SECTION NOT To APPLY TO DISTRIBU-
TIONS INVOLVING DISQUALIFIED INVESTMENT
CORPORATIONS.—

‘(1) IN GENERAL.—This section (and so
much of section 356 as relates to this section)
shall not apply to any distribution which is
part of a transaction if—

‘“(A) either the distributing corporation or
controlled corporation is, immediately after
the transaction, a disqualified investment
corporation, and

‘(B) any person holds, immediately after
the transaction, a 50-percent or greater in-
terest in any disqualified investment cor-
poration, but only if such person did not hold
such an interest in such corporation imme-
diately before the transaction.

‘“(2) DISQUALIFIED INVESTMENT CORPORA-
TION.—For purposes of this subsection—

‘“(A) IN GENERAL.—The term ‘disqualified
investment corporation’ means any distrib-
uting or controlled corporation if the fair
market value of the investment assets of the
corporation is 75 percent or more of the fair
market value of all assets of the corporation.

“(B) INVESTMENT ASSETS.—
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‘(i) IN GENERAL.—Except as otherwise pro-
vided in this subparagraph, the term ‘invest-
ment assets’ means—

‘(D) cash,

‘“(II) any stock or securities in a corpora-
tion,

‘(III) any interest in a partnership,

“(IV) any debt instrument or other evi-
dence of indebtedness,

(V) any option, forward or futures con-
tract, notional principal contract, or deriva-
tive,

“(VI) foreign currency, or

‘Y(VID) any similar asset.

¢‘(ii) EXCEPTION FOR ASSETS USED IN ACTIVE
CONDUCT OF CERTAIN FINANCIAL TRADES OR
BUSINESSES.—Such term shall not include
any asset which is held for use in the active
and regular conduct of—

“(I) a lending or finance business (within
the meaning of section 954(h)(4)),

““(IT) a banking business through a bank (as
defined in section 581), a domestic building
and loan association (within the meaning of
section 7701(a)(19)), or any similar institu-
tion specified by the Secretary, or

‘(IIT) an insurance business if the conduct
of the business is licensed, authorized, or
regulated by an applicable insurance regu-
latory body.

This clause shall only apply with respect to
any business if substantially all of the in-
come of the business is derived from persons
who are not related (within the meaning of
section 267(b) or 707(b)(1)) to the person con-
ducting the business.

¢‘(iii) EXCEPTION FOR SECURITIES MARKED TO
MARKET.—Such term shall not include any
security (as defined in section 475(c)(2))
which is held by a dealer in securities and to
which section 475(a) applies.

‘“(iv) STOCK OR SECURITIES IN A 25-PERCENT
CONTROLLED ENTITY.—

‘(D IN GENERAL.—Such term shall not in-
clude any stock and securities in, or any
asset described in subclause (IV) or (V) of
clause (i) issued by, a corporation which is a
25b-percent controlled entity with respect to
the distributing or controlled corporation.

‘(IT) LOOK-THRU RULE.—The distributing or
controlled corporation shall, for purposes of
applying this subsection, be treated as own-
ing its ratable share of the assets of any 25-
percent controlled entity.

¢‘(III) 25-PERCENT CONTROLLED ENTITY.—For
purposes of this clause, the term ‘25-percent
controlled entity’ means, with respect to any
distributing or controlled corporation, any
corporation with respect to which the dis-
tributing or controlled corporation owns di-
rectly or indirectly stock meeting the re-
quirements of section 1504(a)(2), except that
such section shall be applied by substituting
‘25 percent’ for ‘80 percent’ and without re-
gard to stock described in section 1504(a)(4).

“(v) INTERESTS IN CERTAIN PARTNERSHIPS.—

‘(D IN GENERAL.—Such term shall not in-
clude any interest in a partnership, or any
debt instrument or other evidence of indebt-
edness, issued by the partnership, if 1 or
more of the trades or businesses of the part-
nership are (or, without regard to the 5-year
requirement under subsection (b)(2)(B),
would be) taken into account by the distrib-
uting or controlled corporation, as the case
may be, in determining whether the require-
ments of subsection (b) are met with respect
to the distribution.

‘‘(IT) LOOK-THRU RULE.—The distributing or
controlled corporation shall, for purposes of
applying this subsection, be treated as own-
ing its ratable share of the assets of any
partnership described in subclause (I).

“(3) 50-PERCENT OR GREATER INTEREST.—For
purposes of this subsection—

‘““(A) IN GENERAL.—The term ‘50-percent or
greater interest’ has the meaning given such
term by subsection (d)(4).
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‘“(B) ATTRIBUTION RULES.—The rules of sec-
tion 318 shall apply for purposes of deter-
mining ownership of stock for purposes of
this paragraph.

‘‘(4) TRANSACTION.—For purposes of this
subsection, the term ‘transaction’ includes a
series of transactions.

‘“(6) REGULATIONS.—The Secretary shall
prescribe such regulations as may be nec-
essary to carry out, or prevent the avoidance
of, the purposes of this subsection, including
regulations—

“(A) to carry out, or prevent the avoidance
of, the purposes of this subsection in cases
involving—

‘(i) the use of related persons, inter-
mediaries, pass-thru entities, options, or
other arrangements, and

‘“(ii) the treatment of assets unrelated to
the trade or business of a corporation as in-
vestment assets if, prior to the distribution,
investment assets were used to acquire such
unrelated assets,

‘“(B) which in appropriate cases exclude
from the application of this subsection a dis-
tribution which does not have the character
of a redemption which would be treated as a
sale or exchange under section 302, and

‘(C) which modify the application of the
attribution rules applied for purposes of this
subsection.”.

(2) EFFECTIVE DATES.—

(A) IN GENERAL.—The amendments made
by this subsection shall apply to distribu-
tions after the date of the enactment of this
Act.

(B) TRANSITION RULE.—The amendments
made by this subsection shall not apply to
any distribution pursuant to a transaction
which is—

(i) made pursuant to an agreement which
was binding on such date of enactment and
at all times thereafter,

(ii) described in a ruling request submitted
to the Internal Revenue Service on or before
such date, or

(iii) described on or before such date in a
public announcement or in a filing with the
Securities and Exchange Commission.

SEC. 568. AMORTIZATION OF EXPENSES IN-
CURRED IN CREATING OR ACQUIR-
ING MUSIC OR MUSIC COPYRIGHTS.

(a) IN GENERAL.—Section 263A (relating to
capitalization and inclusion in inventory
costs of certain expenses) is amended by re-
designating subsection (i) as subsection (j)
and by adding after subsection (h) the fol-
lowing new subsection:

‘(i) SPECIAL RULES FOR CERTAIN MUSICAL
WORKS AND COPYRIGHTS.—

(1) IN GENERAL.—If—

““(A) any expense is paid or incurred by the
taxpayer in creating or acquiring any musi-
cal composition (including any accom-
panying words) or any copyright with re-
spect to a musical composition, and

‘‘(B) such expense is required to be capital-
ized under this section,

then, notwithstanding section 167(g), the
amount capitalized shall be amortized rat-
ably over the 5-year period beginning with
the month in which the composition or copy-
right was acquired (or, in the case of ex-
penses paid or incurred in connection with
the creation of a musical composition, the 5-
taxable-year period beginning with the tax-
able year in which the expenses were paid or
incurred).

‘‘(2) EXCEPTIONS.—Paragraph (1) shall not
apply to any expense—

‘““(A) which is a qualified creative expense
under subsection (h),

‘(B) to which a simplified procedure estab-
lished under subsection (j)(2) applies,

“(C) which is an amortizable section 197 in-
tangible (as defined in section 197(c)), or

‘(D) which, without regard to this section,
would not be allowable as a deduction.”
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(b) EFFECTIVE DATE.—The amendments
made by this section shall apply to expenses
paid or incurred after December 31, 2005, in
taxable years ending after such date.

SEC. 569. CREDIT TO HOLDERS OF RURAL REN-
AISSANCE BONDS.

(a) IN GENERAL.—Subpart H of part IV of
subchapter A of chapter 1 (relating to credits
against tax) is amended by adding at the end
the following new section:

“SEC. 54A. CREDIT TO HOLDERS OF RURAL REN-
AISSANCE BONDS.

‘‘(a) ALLOWANCE OF CREDIT.—In the case of
a taxpayer who holds a rural renaissance
bond on a credit allowance date of such bond,
which occurs during the taxable year, there
shall be allowed as a credit against the tax
imposed by this chapter for such taxable
year an amount equal to the sum of the cred-
its determined under subsection (b) with re-
spect to credit allowance dates during such
year on which the taxpayer holds such bond.

“(b) AMOUNT OF CREDIT.—

‘(1) IN GENERAL.—The amount of the credit
determined under this subsection with re-
spect to any credit allowance date for a rural
renaissance bond is 25 percent of the annual
credit determined with respect to such bond.

‘“(2) ANNUAL CREDIT.—The annual credit de-
termined with respect to any rural renais-
sance bond is the product of—

‘“(A) the credit rate determined by the Sec-
retary under paragraph (3) for the day on
which such bond was sold, multiplied by

‘(B) the outstanding face amount of the
bond.

‘“(3) DETERMINATION.—For purposes of para-
graph (2), with respect to any rural renais-
sance bond, the Secretary shall determine
daily or caused to be determined daily a
credit rate which shall apply to the first day
on which there is a binding, written contract
for the sale or exchange of the bond. The
credit rate for any day is the credit rate
which the Secretary or the Secretary’s des-
ignee estimates will permit the issuance of
rural renaissance bonds with a specified ma-
turity or redemption date without discount
and without interest cost to the qualified
issuer.

‘“(4) CREDIT ALLOWANCE DATE.—For pur-
poses of this section, the term ‘credit allow-
ance date’ means—

‘“(A) March 15,

“(B) June 15,

“(C) September 15, and

‘(D) December 15.

Such term also includes the last day on
which the bond is outstanding.

‘“(6) SPECIAL RULE FOR ISSUANCE AND RE-
DEMPTION.—In the case of a bond which is
issued during the 3-month period ending on a
credit allowance date, the amount of the
credit determined under this subsection with
respect to such credit allowance date shall
be a ratable portion of the credit otherwise
determined based on the portion of the 3-
month period during which the bond is out-
standing. A similar rule shall apply when the
bond is redeemed or matures.

‘“(c) LIMITATION BASED ON AMOUNT OF
TAX.—The credit allowed under subsection
(a) for any taxable year shall not exceed the
excess of—

‘(1) the sum of the regular tax liability (as
defined in section 26(b)) plus the tax imposed
by section 55, over

‘“(2) the sum of the credits allowable under
this part (other than subpart C thereof, re-
lating to refundable credits).

‘‘(d) RURAL RENAISSANCE BOND.—For pur-
poses of this section—

‘(1) IN GENERAL.—The term ‘rural renais-
sance bond’ means any bond issued as part of
an issue if—

““(A) the bond is issued by a qualified
issuer,
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“(B) 95 percent or more of the proceeds
from the sale of such issue are to be used for
capital expenditures incurred for 1 or more
qualified projects,

‘“(C) the qualified issuer designates such
bond for purposes of this section and the
bond is in registered form, and

‘(D) the issue meets the requirements of
subsections (e) and (h).

‘(2) QUALIFIED PROJECT;
RULES.—

‘““(A) IN GENERAL.—The term ‘qualified
project’ means 1 or more projects described
in subparagraph (B) located in a rural area.

‘‘(B) PROJECTS DESCRIBED.—A project de-
scribed in this subparagraph is—

‘(i) a water or waste treatment project,

‘“(ii) an affordable housing project,

‘“(iii) a community facility project, includ-
ing hospitals, fire and police stations, and
nursing and assisted-living facilities,

‘(iv) a value-added agriculture or renew-
able energy facility project for agricultural
producers or farmer-owned entities, includ-
ing any project to promote the production,
processing, or retail sale of ethanol (includ-
ing fuel at least 85 percent of the volume of
which consists of ethanol), biodiesel, animal
waste, biomass, raw commodities, or wind as
a fuel,

‘“(v) a distance learning or telemedicine
project,

‘(vi) a rural utility infrastructure project,
including any electric or telephone system,

‘“(vii) a project to expand broadband tech-
nology,

‘‘(viii) a rural teleworks project, and

‘(ix) any project described in any pre-
ceding clause carried out by the Delta Re-
gional Authority.

‘‘(C) SPECIAL RULES.—For purposes of this
paragraph—

‘(i) any project described in subparagraph
(B)(iv) for a farmer-owned entity may be
considered a qualified project if such entity
is located in a rural area, or in the case of a
farmer-owned entity the headquarters of
which are located in a nonrural area, if the
project is located in a rural area, and

‘(ii) any project for a farmer-owned entity
which is a facility described in subparagraph
(B)(iv) for agricultural producers may be
considered a qualified project regardless of
whether the facility is located in a rural or
nonrural area.

¢“(3) SPECIAL USE RULES.—

‘“(A) REFINANCING RULES.—For purposes of
paragraph (1)(B), a qualified project may be
refinanced with proceeds of a rural renais-
sance bond only if the indebtedness being re-
financed (including any obligation directly
or indirectly refinanced by such indebted-
ness) was originally incurred after the date
of the enactment of this section.

‘(B) REIMBURSEMENT.—For purposes of
paragraph (1)(B), a rural renaissance bond
may be issued to reimburse a borrower for
amounts paid after the date of the enact-
ment of this section with respect to a quali-
fied project, but only if—

‘(i) prior to the payment of the original
expenditure, the borrower declared its intent
to reimburse such expenditure with the pro-
ceeds of a rural renaissance bond,

‘‘(ii) not later than 60 days after payment
of the original expenditure, the qualified
issuer adopts an official intent to reimburse
the original expenditure with such proceeds,
and

‘“(iii) the reimbursement is made not later
than 18 months after the date the original
expenditure is paid.

¢(C) TREATMENT OF CHANGES IN USE.—For
purposes of paragraph (1)(B), the proceeds of
an issue shall not be treated as used for a
qualified project to the extent that a bor-
rower takes any action within its control
which causes such proceeds not to be used

SPECIAL USE
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for a qualified project. The Secretary shall
prescribe regulations specifying remedial ac-
tions that may be taken (including condi-
tions to taking such remedial actions) to
prevent an action described in the preceding
sentence from causing a bond to fail to be a
rural renaissance bond.

‘() MATURITY LIMITATIONS.—

‘(1) DURATION OF TERM.—A bond shall not
be treated as a rural renaissance bond if the
maturity of such bond exceeds the maximum
term determined by the Secretary under
paragraph (2) with respect to such bond.

‘(2) MAXIMUM TERM.—During each calendar
month, the Secretary shall determine the
maximum term permitted under this para-
graph for bonds issued during the following
calendar month. Such maximum term shall
be the term which the Secretary estimates
will result in the present value of the obliga-
tion to repay the principal on the bond being
equal to 50 percent of the face amount of
such bond. Such present value shall be deter-
mined without regard to the requirements of
subsection (f)(3) and using as a discount rate
the average annual interest rate of tax-ex-
empt obligations having a term of 10 years or
more which are issued during the month. If
the term as so determined is not a multiple
of a whole year, such term shall be rounded
to the next highest whole year.

‘“(3) RATABLE PRINCIPAL AMORTIZATION RE-
QUIRED.—A bond shall not be treated as a
rural renaissance bond unless it is part of an
issue which provides for an equal amount of
principal to be paid by the qualified issuer
during each calendar year that the issue is
outstanding.

¢“(f) LIMITATION ON AMOUNT OF BONDS DES-
IGNATED.—

‘(1) NATIONAL LIMITATION.—There is a rural
renaissance bond limitation of $200,000,000.

“(2) ALLOCATION BY SECRETARY.—The Sec-
retary shall allocate the amount described in
paragraph (1) among qualified projects in
such manner as the Secretary determines ap-
propriate.

(g) CREDIT INCLUDED IN GROSS INCOME.—
Gross income includes the amount of the
credit allowed to the taxpayer under this
section (determined without regard to sub-
section (¢)) and the amount so included shall
be treated as interest income.

““(h) SPECIAL RULES RELATING TO EXPENDI-
TURES.—

‘(1) IN GENERAL.—AnN issue shall be treated
as meeting the requirements of this sub-
section if, as of the date of issuance, the
qualified issuer reasonably expects—

“(A) at least 95 percent of the proceeds
from the sale of the issue are to be spent for
1 or more qualified projects within the 5-year
period beginning on the date of issuance of
the rural renaissance bond,

‘“(B) a binding commitment with a third
party to spend at least 10 percent of the pro-
ceeds from the sale of the issue will be in-
curred within the 6-month period beginning
on the date of issuance of the rural renais-
sance bond or, in the case of a rural renais-
sance bond, the proceeds of which are to be
loaned to 2 or more borrowers, such binding
commitment will be incurred within the 6-
month period beginning on the date of the
loan of such proceeds to a borrower, and

‘(C) such projects will be completed with
due diligence and the proceeds from the sale
of the issue will be spent with due diligence.

‘‘(2) EXTENSION OF PERIOD.—Upon submis-
sion of a request prior to the expiration of
the period described in paragraph (1)(A), the
Secretary may extend such period if the
qualified issuer establishes that the failure
to satisfy the b5-year requirement is due to
reasonable cause and the related projects
will continue to proceed with due diligence.

¢“(3) FAILURE TO SPEND REQUIRED AMOUNT OF
BOND PROCEEDS WITHIN 5 YEARS.—To the ex-
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tent that less than 95 percent of the proceeds
of such issue are expended by the close of the
5-year period beginning on the date of
issuance (or if an extension has been ob-
tained under paragraph (2), by the close of
the extended period), the qualified issuer
shall redeem all of the nonqualified bonds
within 90 days after the end of such period.
For purposes of this paragraph, the amount
of the nonqualified bonds required to be re-
deemed shall be determined in the same
manner as under section 142.

‘(1) SPECIAL RULES RELATING TO ARBI-
TRAGE.—A bond which is part of an issue
shall not be treated as a rural renaissance
bond unless, with respect to the issue of
which the bond is a part, the qualified issuer
satisfies the arbitrage requirements of sec-
tion 148 with respect to proceeds of the issue.

““(j) QUALIFIED ISSUER.—For purposes of
this section—

‘(1) IN GENERAL.—The term ‘qualified
issuer’ means any not-for-profit cooperative
lender which has as of the date of the enact-
ment of this section received a guarantee
under section 306 of the Rural Electrification
Act and which meets the requirement of
paragraph (2).

‘“(2) USER FEE REQUIREMENT.—The require-
ment of this paragraph is met if the issuer of
any rural renaissance bond makes grants for
qualified projects as defined under sub-
section (d)(2) on a semi-annual basis every
year that such bond is outstanding in an an-
nual amount equal to one-half of the rate on
United States Treasury Bills of the same ma-
turity multiplied by the outstanding prin-
ciple balance of rural renaissance bonds
issued by such issuer.

“(k) SPECIAL RULES RELATING TO POOL
BoNDS.—No portion of a pooled financing
bond may be allocable to loan unless the bor-
rower has entered into a written loan com-
mitment for such portion prior to the issue
date of such issue.

‘(1) OTHER DEFINITIONS AND SPECIAL
RULES.—For purposes of this section—

‘(1) BoND.—The term ‘bond’ includes any
obligation.

‘(2) POOLED FINANCING BOND.—The term
‘pooled financing bond’ shall have the mean-
ing given such term by section 149(f)(4)(A).

“(3) RURAL AREA.—The term ‘rural area’
means any area other than—

‘“(A) a city or town which has a population
of greater than 50,000 inhabitants, or

‘“(B) the urbanized area contiguous and ad-
jacent to such a city or town.

‘“(4) PARTNERSHIP; S CORPORATION; AND
OTHER PASS-THRU ENTITIES.—

‘“(A) IN GENERAL.—Under regulations pre-
scribed by the Secretary, in the case of a
partnership, trust, S corporation, or other
pass-thru entity, rules similar to the rules of
section 41(g) shall apply with respect to the
credit allowable under subsection (a).

‘“(B) NO BASIS ADJUSTMENT.—In the case of
a bond held by a partnership or an S corpora-
tion, rules similar to the rules under section
1397E(i) shall apply.

‘“(5) BONDS HELD BY REGULATED INVESTMENT
COMPANIES.—If any rural renaissance bond is
held by a regulated investment company, the
credit determined under subsection (a) shall
be allowed to shareholders of such company
under procedures prescribed by the Sec-
retary.

‘“(6) REPORTING.—Issuers of rural renais-
sance bonds shall submit reports similar to
the reports required under section 149(e).”’.

(b) REPORTING.—Subsection (d) of section
6049 (relating to returns regarding payments
of interest) is amended by adding at the end
the following new paragraph:

‘“(9) REPORTING OF CREDIT ON RURAL RENAIS-
SANCE BONDS.—

‘““(A) IN GENERAL.—For purposes of sub-
section (a), the term ‘interest’ includes
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amounts includible in gross income under
section 54(f) and such amounts shall be treat-
ed as paid on the credit allowance date (as
defined in section 54(b)(4)).

‘(B) REPORTING TO CORPORATIONS, ETC.—
Except as otherwise provided in regulations,
in the case of any interest described in sub-
paragraph (A), subsection (b)(4) shall be ap-
plied without regard to subparagraphs (A),
(H), (I), (J), (K), and (L)) of such subsection.

“(C) REGULATORY AUTHORITY.—The Sec-
retary may prescribe such regulations as are
necessary or appropriate to carry out the
purposes of this paragraph, including regula-
tions which require more frequent or more
detailed reporting.”’.

(c) CONFORMING AMENDMENT.—The table of
sections for subpart H of part IV of sub-
chapter A of chapter 1 is amended by adding
at the end the following new item:

‘“Sec. 54A. Credit to holders of rural renais-
sance bonds.”’.

(d) ISSUANCE OF REGULATIONS.—The Sec-
retary of Treasury shall issue regulations re-
quired under section 54A of the Internal Rev-
enue Code of 1986 (as added by this section)
not later than 120 days after the date of the
enactment of this Act.

(e) EFFECTIVE DATE.—The amendments
made by this section shall apply to bonds
issued after the date of the enactment of this
Act and before January 1, 2010.

SEC. 570. MODIFICATION OF TREATMENT OF
LOANS TO QUALIFIED CONTINUING
CARE FACILITIES.

(a) IN GENERAL.—Subsection (g) of section
7872 is amended to read as follows:

‘(g) EXCEPTION FOR LOANS TO QUALIFIED
CONTINUING CARE FACILITIES.—

‘(1) IN GENERAL.—This section shall not
apply for any calendar year to any below-
market loan owed by a facility which on the
last day of such year is a continuing care fa-
cility, if such loan was made pursuant to a
continuing care contract and if the lender
(or the lender’s spouse) attains age 62 before
the close of such year.

¢“(2) CONTINUING CARE CONTRACT.—For pur-
poses of this section, the term ‘continuing
care contract’ means a written contract be-
tween an individual and a qualified con-
tinuing care facility under which—

‘“(A) the individual or individual’s spouse
may use a qualified continuing care facility
for their life or lives,

‘(B) the individual or individual’s spouse
will be provided with housing in an inde-
pendent living unit (which has additional
available facilities outside such unit for the
provision of meals and other personal care),
an assisted living facility or a nursing facil-
ity, as is available in the continuing care fa-
cility, as appropriate for the health of such
individual or individual’s spouse, and

‘(C) the individual or individual’s spouse
will be provided assisted living or nursing
care as the health of such individual or indi-
vidual’s spouse requires, and as is available
in the continuing care facility.

““(3) QUALIFIED CONTINUING CARE FACILITY.—

‘“(A) IN GENERAL.—For purposes of this sec-
tion, the term ‘qualified continuing care fa-
cility’ means 1 or more facilities—

‘(i) which are designed to provide services
under continuing care contracts,

‘‘(ii) that include an independent living
unit, plus an assisted living or nursing facil-
ity, or both, and

‘‘(iii) substantially all of the independent
living unit residents of which are covered by
continuing care contracts.

‘“(B) NURSING HOMES EXCLUDED.—The term
‘qualified continuing care facility’ shall not
include any facility which is of a type which
is traditionally considered a nursing home.”’.

(b) EFFECTIVE DATE.—The amendment
made by this section shall apply to loans
made after December 31, 2005.
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SEC. 571. MODIFICATIONS OF FOREIGN TAX
CREDIT RULES APPLICABLE TO
LARGE INTEGRATED OIL COMPA-
NIES WHICH ARE DUAL CAPACITY

TAXPAYERS.

(a) IN GENERAL.—Section 901 (relating to
credit for taxes of foreign countries and of
possessions of the United States), as amend-
ed by this Act, is amended by redesignating
subsections (m) and (n) as subsections (n)
and (o), respectively, and by inserting after
subsection (1) the following new subsection:

‘“(m) SPECIAL RULES RELATING TO LARGE
INTEGRATED OIL COMPANIES WHICH ARE DUAL
CAPACITY TAXPAYERS.—

‘(1) GENERAL RULE.—Notwithstanding any
other provision of this chapter, any amount
paid or accrued by a dual capacity taxpayer
which is a large integrated oil company to a
foreign country or possession of the United
States for any period shall not be considered
a tax—

““(A) if, for such period, the foreign country
or possession does not impose a generally ap-
plicable income tax, or

‘(B) to the extent such amount exceeds the
amount (determined in accordance with reg-
ulations) which—

‘(i) is paid by such dual capacity taxpayer
pursuant to the generally applicable income
tax imposed by the country or possession, or

‘“(ii) would be paid if the generally applica-

ble income tax imposed by the country or
possession were applicable to such dual ca-
pacity taxpayer.
Nothing in this paragraph shall be construed
to imply the proper treatment of any such
amount not in excess of the amount deter-
mined under subparagraph (B).

‘“(2) DUAL CAPACITY TAXPAYER.—For pur-
poses of this subsection, the term ‘dual ca-
pacity taxpayer’ means, with respect to any
foreign country or possession of the United
States, a person who—

‘“(A) is subject to a levy of such country or
possession, and

‘(B) receives (or will receive) directly or
indirectly a specific economic benefit (as de-
termined in accordance with regulations)
from such country or possession.

‘“(3) GENERALLY APPLICABLE INCOME TAX.—
For purposes of this subsection—

‘“‘(A) IN GENERAL.—The term ‘generally ap-
plicable income tax’ means an income tax
(or a series of income taxes) which is gen-
erally imposed under the laws of a foreign
country or possession on income derived
from the conduct of a trade or business with-
in such country or possession.

‘(B) EXCEPTIONS.—Such term shall not in-
clude a tax unless it has substantial applica-
tion, by its terms and in practice, to—

‘‘(i) persons who are not dual capacity tax-
payers, and

‘‘(ii) persons who are citizens or residents
of the foreign country or possession.

‘“(4) LARGE INTEGRATED OIL COMPANY.—For
purposes of this subsection, the term ‘large
integrated oil company’ means, with respect
to any taxable year, an integrated oil com-
pany (as defined in section 291(b)(4)) which—

““(A) had gross receipts in excess of
$1,000,000,000 for such taxable year, and

‘“(B) has an average daily worldwide pro-
duction of crude oil of at least 500,000 barrels
for such taxable year.”

(b) EFFECTIVE DATE.—

(1) IN GENERAL.—The amendments made by
this section shall apply to taxes paid or ac-
crued in taxable years beginning after the
date of the enactment of this Act.

2) CONTRARY TREATY OBLIGATIONS
UPHELD.—The amendments made by this sec-
tion shall not apply to the extent contrary
to any treaty obligation of the United
States.
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SEC. 572. EXCLUSION OF GAIN FROM SALE OF A
PRINCIPAL RESIDENCE BY CERTAIN
EMPLOYEES OF THE INTELLIGENCE
COMMUNITY.

(a) IN GENERAL.—Subparagraph (A) of sec-
tion 121(d)(9) (relating to exclusion of gain
from sale of principal residence) is amended
by striking ‘“‘duty’ and all that follows and
inserting ‘‘duty—

‘(i) as a member of the uniformed services,

‘‘(i1) as a member of the Foreign Service of
the United States, or

‘“(iii) as an employee of the intelligence
community.”.

(b) EMPLOYEE OF INTELLIGENCE COMMUNITY
DEFINED.—Subparagraph (C) of section
121(d)(9) is amended by redesignating clause
(iv) as clause (v) and by inserting after
clause (iii) the following new clause:

‘“(iv) EMPLOYEE OF INTELLIGENCE COMMU-
NITY.—The term ‘employee of the intel-
ligence community’ means an employee (as
defined by section 2105 of title 5, United
States Code) of—

‘“(I) the Office of the Director of National
Intelligence,

‘“(IT) the Central Intelligence Agency,

‘“(III) the National Security Agency,

‘“(IV) the Defense Intelligence Agency,

(V) the National Geospatial-Intelligence
Agency,

“(VI) the National Reconnaissance Office,

‘“(VII) any other office within the Depart-
ment of Defense for the collection of special-
ized national intelligence through reconnais-
sance programs,

‘“(VIII) any of the intelligence elements of
the Army, the Navy, the Air Force, the Ma-
rine Corps, the Federal Bureau of Investiga-
tion, the Department of Treasury, the De-
partment of Energy, and the Coast Guard,

‘(IX) the Bureau of Intelligence and Re-
search of the Department of State, or

‘(X)) any of the elements of the Depart-
ment of Homeland Security concerned with
the analyses of foreign intelligence informa-
tion.”.

(c) SPECIAL RULE.—Subparagraph (C) of
section 121(d)(9), as amended by subsection
(b), is amended by adding at the end the fol-
lowing new clause:

“(vi) SPECIAL RULE RELATING TO INTEL-
LIGENCE COMMUNITY.—An employee of the in-
telligence community shall not be treated as
serving on qualified extended duty unless—

‘“(I) for purposes of such duty such em-
ployee has moved from 1 duty station to an-
other, and

‘“(IT) at least 1 of such duty stations is lo-
cated outside of the Washington, District of
Columbia, and Baltimore metropolitan sta-
tistical areas (as defined by the Secretary of
Commerce).”.

(d) CONFORMING AMENDMENT.—The heading
for section 121(d)(9) is amended to read as fol-
lows: “UNIFORMED SERVICES, FOREIGN SERV-
ICE, AND INTELLIGENCE COMMUNITY"".

(e) EFFECTIVE DATE.—The amendments
made by this section shall apply to sales or
exchanges after the date of the enactment of
this Act.

SEC. 573. DISABILITY PREFERENCE PROGRAM
FOR TAX COLLECTION CONTRACTS.

(a) IN GENERAL.—The Secretary of the
Treasury shall not enter into any qualified
tax collection contract after April 1, 2006,
until the Secretary implements a disability
preference program that meets the require-
ments of subsection (b).

(b) DISABILITY PREFERENCE PROGRAM RE-
QUIREMENTS.—

(1) IN GENERAL.—A disability preference
program meets the requirements of this sub-
section if such program requires that not
less than 10 percent of the accounts of each
dollar value category are awarded to persons
described in paragraph (2).
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(2) PERSON DESCRIBED.—For purposes of
paragraph (1), a person is described in this
paragraph if—

(A) as of the date any qualified tax collec-
tion contract is awarded—

(i) such person employs not less than 50 se-
verely disabled individuals within the United
States; or

(ii) not less than 30 percent of the employ-
ees of such person within the United States
are severely disabled individuals;

(B) such person agrees as a condition of the
qualified tax collection contract that not
more than 90 days after the date such con-
tract is awarded, not less than 35 percent of
the employees of such person employed in
connection with providing services under
such contract shall—

(i) be hired after the date such contract is
awarded; and

(ii) be severely disabled individuals; and

(C) such person is otherwise qualified to
perform the services required.

(c) DEFINITIONS.—For purposes of this sec-
tion—

(1) QUALIFIED TAX COLLECTION CONTRACT.—
The term ‘‘qualified tax collection contract”
shall have the meaning given such term
under section 6306(b) of the Internal Revenue
Code of 1986.

(2) DOLLAR VALUE CATEGORY.—The term
‘““dollar value category’” means the dollar
ranges of accounts for collection as deter-
mined and assigned by the Secretary under
section 6306(b)(1)(B) of the Internal Revenue
Code of 1986 with respect to a qualified tax
collection contract.

(3) SEVERELY DISABLED INDIVIDUAL.—The
term ‘‘severely disabled individual’ means—

(A) a veteran of the United States armed
forces with a disability of 50 percent or
greater—

(i) determined by the Secretary of Vet-
erans Affairs to be service-connected; or

(ii) deemed by law to be service-connected;
or

(B) any individual who is a disabled bene-
ficiary (as defined in section 1148(k)(2) of the
Social Security Act (42 U.S.C. 1320b-19(k)(2)))
or who would be considered to be such a dis-
abled beneficiary but for having income or
resources in excess of the income or re-
sources eligibility limits established under
title XVI of the Social Security Act (42
U.S.C. 1381 et seq.), respectively.

SA 2707. Mr. FRIST (for Mr. GRASS-
LEY (FOR HIMSELF AND MR. BAUCUS))
proposed an amendment to the bill
H.R. 4297, to provide for reconciliation
pursuant to section 201(b) of the con-
current resolution on the budget for
fiscal year 2006; as follows:

Strike all after the enacting clause and in-
sert the following:

SECTION 1. SHORT TITLE; AMENDMENT OF 1986

CODE; TABLE OF CONTENTS.

(a) SHORT TITLE.—This Act may be cited as
the “Tax Relief Act of 2005.

(b) AMENDMENT OF 1986 CODE.—Except as
otherwise expressly provided, whenever in
this Act an amendment or repeal is ex-
pressed in terms of an amendment to, or re-
peal of, a section or other provision, the ref-
erence shall be considered to be made to a
section or other provision of the Internal
Revenue Code of 1986.

(c) TABLE OF CONTENTS.—The table of con-
tents for this Act is as follows:

Sec. 1. Short title; amendment of 1986 Code;

table of contents.

TITLE I—TAX BENEFITS FOR AREAS AF-
FECTED BY HURRICANES KATRINA,
RITA, AND WILMA

Subtitle A—Gulf Opportunity Zone Benefits

Sec. 101. Gulf Opportunity Zone benefits.
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Sec. 102. Expansion of Hope Scholarship and
Lifetime Learning Credit for
students in the Gulf Oppor-
tunity Zone.

Sec. 103. Extension of special rules for mort-
gage revenue bonds.

Sec. 104. Housing relief for individuals af-
fected by Hurricane Katrina.

Subtitle B—Tax Benefits Related to
Hurricanes Rita and Wilma

Sec. 111. Extension of certain emergency tax
relief for Hurricane Katrina to
Hurricanes Rita and Wilma.

TITLE II—EXTENSION OF EXPIRING
PROVISIONS

Subtitle A—Multi-Year Extensions

201. Extension of increased expensing

for small business.

202. Credit for elective deferrals and

IRA contributions.

203. Above-the-line deduction for higher

education.

204. Extension and modification of new

markets tax credit.
Subtitle B—One-Year Extensions

211. Election to deduct State and local
general sales taxes.

Extension and increase in min-
imum tax relief to individuals.

Allowance of nonrefundable per-
sonal credits against regular
and alternative minimum tax
liability.

Extension and modification of re-
search credit.

Work opportunity tax credit and
welfare-to-work credit.

Qualified zone academy bonds.

Deduction for corporate donations
of computer technology and
equipment.

Above-the-line deduction for cer-
tain expenses of elementary
and secondary school teachers.

Expensing of brownfields remedi-
ation costs.

Tax incentives for investment in
the District of Columbia.

Indian employment tax credit.

Accelerated depreciation for busi-
ness property on Indian res-
ervation.

Fifteen-year straight-line cost re-
covery for qualified leasehold
improvements and qualified
restaurant improvements.

Sec. 224. Extension of full credit for quali-

fied electric vehicles.

Subtitle C—Application of EGTRRA Sunset

Sec. 231. Application of EGTRRA sunset to

this title.
TITLE III—PROVISIONS RELATING TO

CHARITABLE DONATIONS

Subtitle A—Charitable Giving Incentives

Sec.
Sec.
Sec.

Sec.

Sec.

Sec. 212.

Sec. 213.

Sec. 214.

Sec. 215.

216.
217.

Sec.
Sec.

Sec. 218.

Sec. 219.

Sec. 220.

221.
222.

Sec.
Sec.

Sec. 223.

Sec. 301. Charitable deduction for non-
itemizers.
Sec. 302. Tax-free distributions from indi-

vidual retirement plans for
charitable purposes.

Modification of charitable deduc-
tion for contributions of food
inventory.

Basis adjustment to stock of S cor-
poration contributing property.

Modification of charitable deduc-
tion for contributions of book
inventory.

Modification of tax treatment of
certain payments to controlling
exempt organizations and pub-
lic disclosure of information re-
lating to unrelated business in-
come.

Encouragement of contributions of
capital gain real property made
for conservation purposes.

Sec. 303.

Sec. 304.

Sec. 305.

Sec. 306.

Sec. 307.
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Sec. 308. Enhanced deduction for charitable
contribution of literary, musi-
cal, artistic, and scholarly com-
positions.

309. Mileage reimbursements to chari-
table volunteers excluded from
gross income.

310. Alternative percentage limitation
for corporate charitable con-
tributions to the mathematics
and science partnership pro-
gram.

Subtitle B—Reforming Charitable

Organizations
PART I—GENERAL REFORMS

311. Tax involvement by exempt organi-
zations in tax shelter trans-
actions.

312. Excise tax on certain acquisitions
of interests in insurance con-
tracts in which certain exempt
organizations hold an interest.

Increase in penalty excise taxes on
public charities, social welfare
organizations, and private foun-
dations.

Reform of charitable contributions
of certain easements on build-
ings in registered historic dis-
tricts.

Charitable contributions of taxi-
dermy property.

Recapture of tax benefit for chari-
table contributions of exempt
use property not used for an ex-
empt use.

Limitation of deduction for chari-
table contributions of clothing
and household items.

Modification of recordkeeping re-
quirements for certain chari-
table contributions.

Contributions of fractional inter-
ests in tangible personal prop-
erty.

Provisions relating to substantial
and gross overstatements of
valuations of charitable deduc-
tion property.

Additional standards for
counseling organizations.

Expansion of the base of tax on pri-
vate foundation net investment
income.

Definition of convention or associa-
tion of churches.

Notification requirement for enti-
ties not currently required to
file.

Sec. 325. Disclosure to State officials of pro-
posed actions related to exempt
organizations.

PART II-IMPROVED ACCOUNTABILITY
OF DONOR ADVISED FUNDS

Sec. 331. Excise tax on sponsoring organiza-
tions of donor advised funds for
failure to meet distribution re-
quirements.

Sec. 332. Prohibited transactions.

Sec. 333. Treatment of charitable contribu-
tion deductions to donor ad-
vised funds.

Sec. 334. Returns of, and applications for
recognition by, sponsoring or-
ganizations.

PART III-IMPROVED ACCOUNTABILITY
OF SUPPORTING ORGANIZATIONS
Sec. 341. Requirements for supporting orga-

nizations.

Excise tax on supporting organiza-
tions for failure to meet dis-
tribution requirements.

Excess benefit transactions.

Excess business holdings of sup-
porting organizations.

Treatment of amounts paid to sup-
porting organizations by pri-
vate foundations.

Sec.

Sec.

Sec.

Sec.

Sec. 313.

Sec. 314.

Sec. 315.

Sec. 316.

Sec. 317.

Sec. 318.

Sec. 319.

Sec. 320.

Sec. 321. credit

Sec. 322.

Sec. 323.

Sec. 324.

Sec. 342.

Sec. 343.
Sec. 344.

Sec. 345.
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Sec. 346. Returns of supporting organiza-
tions.

TITLE IV—MISCELLANEOUS PROVISIONS

Sec. 401. Restructuring of New York Liberty
Zone tax credits.

Modification to S corporation pas-
sive investment income rules.

Modification of effective date of
disregard of certain capital ex-
penditures for purposes of
qualified small issue bonds.

Premiums for mortgage insurance.

Sense of the Senate on use of no-
bid contracting by Federal
Emergency Management Agen-

Sec. 402.

Sec. 403.

404.
405.

Sec.
Sec.

cy.

Disability preference program for
tax collection contracts.

Sense of Congress regarding Doha
Round.

Modification of bond rule.

Treatment of certain stock option
plans under nonqualified de-
ferred compensation rules.

Sense of the Senate regarding the
dedication of excess funds.

TITLE V—REVENUE OFFSET PROVISIONS

Subtitle A—Provisions Designed To Curtail

Tax Shelters

Sec. 501. Understatement of taxpayer’s li-
ability by income tax return
preparer.

Modification of effective date of ex-
ception from suspension rules
for certain listed and reportable
transactions.

Sec. 503. Frivolous tax submissions.

Sec. 504. Penalty for promoting abusive tax
shelters.

Penalty for aiding and abetting the
understatement of tax liability.

Subtitle B—Economic Substance Doctrine

Sec. 511. Clarification of economic substance
doctrine.

Sec. 512. Penalty for understatements at-
tributable to transactions lack-
ing economic substance, etc.

Sec. 513. Denial of deduction for interest on
underpayments attributable to
noneconomic substance trans-
actions.

Subtitle C—Improvements in Efficiency and
Safeguards in Internal Revenue Service
Collection

Sec. 521. Waiver of user fee for installment
agreements using automated
withdrawals.

522. Termination of installment agree-
ments.

523. Partial payments required with
submission of offers-in-com-
promise.

Subtitle D—Penalties and Fines

531. Increase in criminal monetary pen-
alty limitation for the under-
payment or overpayment of tax
due to fraud.

Doubling of certain penalties, fines,
and interest on underpayments
related to certain offshore fi-
nancial arrangements.

Denial of deduction for -certain
fines, ©penalties, and other
amounts.

Denial of deduction for punitive
damages.

Increase in penalty for bad checks
and money orders.

Subtitle E—Provisions To Discourage
Expatriation

Sec. 541. Tax treatment of inverted entities.

Sec. 542. Revision of tax rules on expatria-

tion of individuals.

Subtitle F—Miscellaneous Provisions

Sec. 551. Treatment of contingent payment
convertible debt instruments.

Sec. 406.

Sec. 407.

408.
409.

Sec.
Sec.

Sec. 410.

Sec. 502.

Sec. 505.

Sec.

Sec.

Sec.

Sec. 532.

Sec. 533.

Sec. 534.

Sec. 535.
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Sec. 552. Grant of Treasury regulatory au-
thority to address foreign tax
credit transactions involving
inappropriate separation of for-
eign taxes from related foreign
income.

Repeal of special property excep-
tion to leasing provisions of the
American Jobs Creation Act of
2004.

Application of earnings stripping
rules to partners which are cor-
porations.

Limitation of employer deduction
for certain entertainment ex-
penses.

Increase in age of minor children
whose unearned income is taxed
as if parent’s income.

Loan and redemption requirements
on pooled financing require-
ments.

Reporting of interest on tax-ex-
empt bonds.

Modification of credit for pro-
ducing fuel from a nonconven-
tional source.

Modification of individual
mated tax safe harbor.

Revaluation of LIFO inventories of
large integrated oil companies.

Elimination of amortization of geo-
logical and geophysical expend-
itures for major integrated oil
companies.

Valuation of employee personal use
of noncommercial aircraft.

Application of FIRPTA to regu-
lated investment companies.

Treatment of distributions attrib-
utable to FIRPTA gains.

Prevention of avoidance of tax on
investments of foreign persons
in United States real property
through wash sale transactions.

Modifications to rules relating to
taxation of distributions of
stock and securities of a con-
trolled corporation.

Amortization of expenses incurred
in creating or acquiring music
or music copyrights.

Credit to holders of rural renais-
sance bonds.

Modification of treatment of loans
to qualified continuing care fa-
cilities.

Modifications of foreign tax credit
rules applicable to large inte-
grated oil companies which are
dual capacity taxpayers.

Exclusion of gain from sale of a
principal residence by certain
employees of the intelligence
community.

573. Disability preference program for

tax collection contracts.
TITLE VI—COMPLIANCE WITH

CONGRESSIONAL BUDGET ACT

Sec. 601. Sunset of certain provisions and

amendments.

TITLE I—TAX BENEFITS FOR AREAS AF-
FECTED BY HURRICANES KATRINA,
RITA, AND WILMA
Subtitle A—Gulf Opportunity Zone Benefits

SEC. 101. GULF OPPORTUNITY ZONE BENEFITS.
(a) IN GENERAL.—Chapter 1 is amended by

adding at the end the following new sub-

chapter:
“Subchapter Z—Hurricane Relief Benefits

‘“Sec. 1400N. Definitions

“Sec. 14000. Tax benefits for Gulf Oppor-

tunity Zone

“SEC. 1400N. DEFINITIONS.

“For purposes of this subchapter—
‘(1) GULF OPPORTUNITY ZONE.—The term

‘Gulf Opportunity Zone’ or ‘GO Zone’ means

Sec. 553.

Sec. 554.

Sec. 5b5.

Sec. 556.

Sec. 557.

Sec. 558.

Sec. 559.

Sec. 560. esti-

Sec. 561.

Sec. 562.

Sec. 563.

Sec. 564.
Sec. 565.

Sec. 566.

Sec. 567.

Sec. 568.

Sec. 569.

Sec. 570.

Sec. 571.

572.

Sec.

Sec.
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that portion of the Hurricane Katrina dis-
aster area determined by the President to
warrant individual or individual and public
assistance from the Federal Government
under the Robert T. Stafford Disaster Relief
and Emergency Assistance Act by reason of
Hurricane Katrina.

‘“(2) HURRICANE KATRINA DISASTER AREA.—
The term ‘Hurricane Katrina disaster area’
means an area with respect to which a major
disaster has been declared by the President
before September 14, 2005, under section 401
of such Act by reason of Hurricane Katrina.

‘“(3) RITA GO ZONE.—The term ‘Rita GO
Zone’ means that portion of the Hurricane
Rita disaster area determined by the Presi-
dent to warrant individual or individual and
public assistance from the Federal Govern-
ment under such Act by reason of Hurricane
Rita.

‘‘(4) HURRICANE RITA DISASTER AREA.—The
term ‘Hurricane Rita disaster area’ means an
area with respect to which a major disaster
has been declared by the President before Oc-
tober 6, 2005, under section 401 of such Act by
reason of Hurricane Rita.

‘“(5) WILMA GO ZONE.—The term ‘Wilma GO
Zone’ means that portion of the Hurricane
Wilma disaster area determined by the
President to warrant individual or individual
and public assistance from the Federal Gov-
ernment under such Act by reason of Hurri-
cane Wilma.

‘“(6) HURRICANE WILMA DISASTER AREA.—The
term ‘Hurricane Wilma disaster area’ means
an area with respect to which a major dis-
aster has been declared by the President be-
fore October 25, 2005, under section 401 of
such Act by reason of Hurricane Wilma.

“SEC. 14000. TAX BENEFITS FOR GULF OPPOR-
TUNITY ZONE.

‘“(a) SPECIAL ALLOWANCE FOR CERTAIN
PROPERTY ACQUIRED AFTER AUGUST 27,
2005.—

(1) ADDITIONAL ALLOWANCE.—In the case of
any qualified Gulf Opportunity Zone prop-
erty—

‘““(A) the depreciation deduction provided
by section 167(a) for the taxable year in
which such property is placed in service shall
include an allowance equal to 50 percent of
the adjusted basis of such property, and

‘(B) the adjusted basis of the qualified
Gulf Opportunity Zone property shall be re-
duced by the amount of such deduction be-
fore computing the amount otherwise allow-
able as a depreciation deduction under this
chapter for such taxable year and any subse-
quent taxable year.

‘(2) QUALIFIED GULF OPPORTUNITY ZONE
PROPERTY.—For purposes of this subsection—

‘“(A) IN GENERAL.—The term ‘qualified Gulf
Opportunity Zone property’ means prop-
erty—

“(A)(@ which is
168(k)(2)(A)(@), or

‘“(IT) which is nonresidential real property
or residential rental property,

‘“(ii) substantially all of the use of which is
in the Gulf Opportunity Zone and is in the
active conduct of a trade or business by the
taxpayer in such Zone,

¢‘(iii) the original use of which in the Gulf
Opportunity Zone commences with the tax-
payer after August 27, 2005,

‘“(iv) which is acquired by the taxpayer by
purchase (as defined in section 179(d)) after
August 27, 2005, but only if no written bind-
ing contract for the acquisition was in effect
before August 28, 2005, and

‘‘(v) which is placed in service by the tax-

payer on or before the termination date.
The term ‘termination date’ means Decem-
ber 31, 2007 (December 31, 2008, in the case of
nonresidential real property and residential
rental property).

‘(B) EXCEPTIONS.—

described in section
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‘(i) ALTERNATIVE DEPRECIATION PROP-
ERTY.—The term ‘qualified Gulf Opportunity
Zone property’ shall not include any prop-
erty described in section 168(k)(2)(D)(i).

(i) TAX-EXEMPT BOND-FINANCED PROP-
ERTY.—Such term shall not include any prop-
erty any portion of which is financed with
the proceeds of any obligation the interest
on which is exempt from tax under section
103.

“(iii) QUALIFIED REVITALIZATION BUILD-
INGS.—Such term shall not include any
qualified revitalization building with respect
to which the taxpayer has elected the appli-
cation of paragraph (1) or (2) of section
1400I(a).

‘‘(iv) ELECTION OoUT.—For purposes of this
subsection, rules similar to the rules of sec-
tion 168(k)(2)(D)(iii) shall apply.

‘(C) SPECIAL RULES.—For purposes of this
subsection, rules similar to the rules of sec-
tion 168(k)(2)(E) shall apply, except that—

‘(i) clause (i) thereof shall be applied by
substituting ‘after August 27, 2005, and before
the termination date (as defined in section
14000(a)(2))’ for ‘after September 10, 2001, and
before January 1, 2005°,

‘‘(ii) clauses (ii), (iii), and (iv) thereof shall
be applied by substituting ‘August 27, 2005’
for ‘September 10, 2001’ each place it appears,
and

‘“(iii) clause (iv) thereof shall be applied by
substituting ‘qualified Gulf Opportunity
Zone property’ for ‘qualified property’.

‘(D) ALLOWANCE AGAINST ALTERNATIVE MIN-
IMUM TAX.—For purposes of this subsection,
rules similar to the rules of section
168(k)(2)(G) shall apply.

‘‘(3) RECAPTURE.—For purposes of this sub-
section, rules similar to the rules under sec-
tion 179(d)(10) shall apply with respect to any
qualified Gulf Opportunity Zone property
which ceases to be qualified Gulf Oppor-
tunity Zone property.

““(b) INCREASE IN EXPENSING UNDER SECTION
179.—

‘(1) IN GENERAL.—For purposes of section
179—

““(A) the $100,000 amount in section 179(b)(1)
for the taxable year shall be increased by the
lesser of—

‘(i) $100,000, or

‘‘(ii) the cost of section 179 property (as de-
fined in section 179(d)) which is qualified
Gulf Opportunity Zone property placed in
service during the taxable year, and

‘“(B) the $400,000 amount in section 179(b)(2)
for the taxable year shall be increased by the
lesser of—

(i) $600,000, or

‘“(ii) the cost of section 179 property (as so
defined) which is qualified Gulf Opportunity
Zone property placed in service during the
taxable year.

‘(2) QUALIFIED GULF OPPORTUNITY ZONE
PROPERTY.—For purposes of this subsection,
the term ‘qualified Gulf Opportunity Zone
property’ has the meaning given such term
by subsection (a)(2).

¢“(3) COORDINATION WITH EMPOWERMENT
ZONES AND RENEWAL COMMUNITIES.—For pur-
poses of sections 1397A and 1400J, qualified
Gulf Opportunity Zone property shall not be
treated as qualified zone property or quali-
fied renewal property for any taxable year,
unless the taxpayer elects not to have this
subsection apply to all such qualified Gulf
Opportunity Zone property placed in service
by the taxpayer during the taxable year.

‘“(4) RECAPTURE.—Rules similar to the
rules under section 179(d)(10) shall apply with
respect to any qualified Gulf Opportunity
Zone property which ceases to be Gulf Oppor-
tunity Zone property.

““(c) TAX-EXEMPT BOND FINANCING.—

‘(1) IN GENERAL.—For purposes of this
title, any qualified Gulf Opportunity Zone
Bond shall be treated as a qualified bond.
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‘(2) QUALIFIED GULF OPPORTUNITY ZONE
BOND.—For purposes of this subsection, the
term ‘qualified Gulf Opportunity Zone Bond’
means any bond issued as part of an issue
if—

““(A) except as provided in paragraph (4),
such bond meets the applicable requirements
of part IV of subchapter B of this chapter,

‘“(B) such bond is issued by the State of
Alabama, Louisiana, or Mississippi (or any
political subdivision thereof),

“(C) the Governor of such State designates
such bond for purposes of this section, and

‘(D) such bond is issued after the date of
the enactment of this section and before
January 1, 2011.

¢(3) LIMITATION ON AGGREGATE AMOUNT OF
BONDS DESIGNATED.—The maximum aggre-
gate face amount of bonds which may be des-
ignated under this subsection shall not ex-
ceed the product of $2,500 multiplied by the
portion of the State population which is in
the Gulf Opportunity Zone (as determined on
the basis of the most recent census estimate
of resident population released by the Bu-
reau of Census before August 28, 2005).

‘‘(4) SPECIAL RULES.—In applying this title
to any qualified Gulf Opportunity Zone
Bond, the following modifications shall
apply:

‘“(A) Section 143 (relating to mortgage rev-
enue bonds: qualified mortgage bond and
qualified veterans’ mortgage bond) shall be
applied—

‘(i) by treating any residence in the Gulf
Opportunity Zone as a targeted area resi-
dence,

“(ii) by applying subsection (f)(3) without
regard to subparagraph (A) thereof, and

‘“(iii) by substituting ‘$150,000" for ‘$15,000’
in subsection (k)(4) thereof.

‘“(B) Section 146 (relating to volume cap)
shall not apply.

‘“(C) Section 57(a)(b) shall not apply.

‘“(b) SEPARATE ISSUE TREATMENT OF POR-
TIONS OF AN ISSUE.—This subsection shall not
apply to the portion of an issue which (f
issued as a separate issue) would be treated
as a qualified bond or as a bond that is not
a private activity bond (determined without
regard to paragraph (1)), if the issuer elects
to so treat such portion.

‘“(d) ADVANCE REFUNDINGS OF CERTAIN TAX-
EXEMPT BONDS.—

‘(1) IN GENERAL.—With respect to a bond
described in paragraph (2) issued as part of
an issue 90 percent (95 percent in the case of
a bond described in paragraph (2)(B)) or more
of the net proceeds (as defined in section
150(a)(3)) of which were used to finance facili-
ties located within the Gulf Opportunity
Zone (or property which is functionally re-
lated and subordinate to facilities located
within the Gulf Opportunity Zone), one addi-
tional advanced refunding after the date of
the enactment of this section and before
January 1, 2007, shall be allowed under the
applicable rules of section 149(d) if—

‘“(A) the chief executive officer of the
issuer of the bond designates the advance re-
funding bond for purposes of this subsection,
and

‘“(B) the requirements of paragraph (3) are
met.

‘(2) BONDS DESCRIBED.—A bond is described
in this paragraph if such bond was out-
standing on August 27, 2005, and is—

‘“(A) a State or local bond (as defined in
section 103(c)(1)) other than a private activ-
ity bond (as defined in section 141(a)) issued
by the State of Alabama, Louisiana, or Mis-
sissippi (or any political subdivision there-
of), or

‘“(B) a qualified 501(c)(3) bond (as defined in
section 145(a)) issued by or on behalf of any
such State or political subdivision.

‘(3) ADDITIONAL REQUIREMENTS.—The re-
quirements of this paragraph are met with
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respect to any advance refunding of a bond
described in paragraph (2) if—

““(A) no advance refundings of such bond
would be allowed under any provision of law
after August 27, 2005,

‘(B) the advance refunding bond is the
only other outstanding bond with respect to
the refunded bond, and

‘“(C) the requirements of section 148 are
met with respect to all bonds issued under
this subsection.

““(e) LOW-INCOME HOUSING CREDIT.—

‘(1) INCREASE IN STATE HOUSING CREDIT
CEILING.—

‘““(A) IN GENERAL.—In the case of the State
of Alabama, Louisiana, or Mississippi—

‘(i) the amount otherwise determined
under subclause (I) of section 42(h)(3)(C)(ii)
for each calendar year beginning after 2005
and before 2010 shall be increased by an
amount equal to 3 times the dollar amount
otherwise specified for such calendar year
under such subclause multiplied by the State
population located in the Gulf Opportunity
Zone (as determined on the basis of the most
recent census estimate of resident popu-
lation released by the Bureau of Census be-
fore August 28, 2005), and

‘‘(i1) the unused State housing credit ceil-
ing for such State for any calendar year
under section 42(h)(3)(C)(i) shall be deter-
mined without regard to the amount of the
increase determined under clause (i).

“(B) ELECTIVE CARRYFORWARD OF UNUSED
INCREASED CEILING.—

‘(i) IN GENERAL.—If the amount deter-
mined under section 42(h)(3)(C)@{Hi)(I), as in-
creased under subparagraph (A)@{), for any
calendar year for any State described in sub-
paragraph (A) exceeds the aggregate housing
credit dollar amount allocated during such
calendar year by such State, such State may
elect to treat as a carryforward to the fol-
lowing calendar year an amount equal to
lesser of—

‘“(I) the amount of such excess, or

‘“(IT) the amount by which the amount de-
termined under section 42(h)(3)(C)(ii)(I) for
such calendar year was increased under sub-
paragraph (A)@)).

‘(i) USE OF CARRYFORWARD.—If any State
elects a carryforward under clause (i), any
housing credit dollar amount allocated by
such State during the calendar year fol-
lowing the calendar year in which the
carryforward arose shall not be considered so
allocated for purposes of section 42(h)(3)(C)
and section 42(h)(3)(D) to the extent such
housing credit dollar amount does not exceed
the amount of the carryforward elected.

‘‘(2) DIFFICULT DEVELOPMENT AREA.—

‘“(A) IN GENERAL.—For purposes of section
42—

‘(i) in the case of property placed in serv-
ice during 2006, 2007, or 2008, the Gulf Oppor-
tunity Zone—

“(I) shall be treated as a difficult develop-
ment area designated under subclause (I) of
section 42(d)(5)(C)(iii), and

‘“(IT) shall not be taken into account for
purposes of applying the limitation under
subclause (II) of such section, and

‘(i) subsection (b)(2)(B) thereof shall be
applied with respect to any such property
placed in service in the Gulf Opportunity
Zone by substituting ‘91 percent’ and ‘39 per-
cent’ for ‘70 percent’ and ‘30 percent’, respec-
tively.

‘(B) APPLICATION.—Subparagraph (A) shall
apply only to—

‘“(i) housing credit dollar amounts allo-
cated during the period beginning on Janu-
ary 1, 2006, and ending on December 31, 2008,
and

‘“(ii) buildings placed in service during
such period to the extent that paragraph (1)
of section 42(h) does not apply to any build-
ing by reason of paragraph (4) thereof, but
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only with respect to bonds issued after De-
cember 31, 2005.

“(f) TREATMENT OF REPRESENTATIONS RE-
GARDING INCOME ELIGIBILITY FOR PURPOSES
OF QUALIFIED RESIDENTIAL RENTAL PROJECT
REQUIREMENTS.—For purposes of determining
if any residential rental project meets the
requirements of section 142(d)(1) and if any
certification with respect to such project
meets the requirements under section
142(d)(7), the operator of the project may rely
on the representations of any individual ap-
plying for tenancy in such project that such
individual’s income will not exceed the ap-
plicable income limits of section 142(d)(1)
upon commencement of the individual’s ten-
ancy if such tenancy begins during the 6-
month period beginning on and after the
date such individual was displaced by reason
of Hurricane Katrina.

‘(g) APPLICATION OF NEW MARKETS TAX
CREDIT TO INVESTMENTS IN COMMUNITY DE-
VELOPMENT ENTITIES SERVING GULF OPPOR-
TUNITY ZONE.—For purposes of section 45D—

“(1) a qualified community development
entity shall be eligible for an allocation
under subsection (f)(2) thereof of the increase
in the new markets tax credit limitation de-
scribed in paragraph (2) only if a significant
mission of such entity is the recovery and re-
development of the Gulf Opportunity Zone,

‘(2) the new markets tax credit limitation
otherwise determined under subsection (f)(1)
thereof shall be increased by an amount
equal to—

““(A) $300,000,000 for 2005 and 2006, to be al-
located among qualified community develop-
ment entities to make qualified low-income
community investments within the Gulf Op-
portunity Zone, and

“‘(B) $400,000,000 for 2007, to be so allocated,
and

““(3) subsection (f)(3) thereof shall be ap-
plied separately with respect to the amount
of the increase under paragraph (2).

“(h) TREATMENT OF NET OPERATING LOSSES
ATTRIBUTABLE TO GULF OPPORTUNITY ZONE
LOSSES.—

‘(1) IN GENERAL.—If a portion of any net
operating loss of the taxpayer for any tax-
able year is a qualified Gulf Opportunity
Zone loss, the following rules shall apply:

“(A) EXTENSION OF CARRYBACK PERIOD.—
Section 172(b)(1) shall be applied with respect
to such portion—

‘(i) by substituting ‘6 taxable years’ for ‘2
taxable years’ in subparagraph (A)(i), and

‘(ii) by not taking such portion into ac-
count in determining any eligible loss of the
taxpayer under subparagraph (F) for the tax-
able year.

“(B) SUSPENSION OF 90 PERCENT AMT LIMITA-
TION.—Section 56(d)(1) shall be applied by in-
creasing the amount determined under sub-
paragraph (A)(ii)(I) thereof by the sum of the
carrybacks and carryovers of any net oper-
ating loss attributable to such portion.

‘(2) QUALIFIED GULF OPPORTUNITY ZONE
L0ssS.—For purposes of paragraph (1), the
term ‘qualified Gulf Opportunity Zone loss’
means the lesser of—

““(A) the amount of the net operating loss
for the taxable year, or

‘(B) the aggregate amount of the following
deductions for such taxable year:

‘(i) Any deduction for any qualified Gulf
Opportunity Zone casualty loss.

‘‘(ii) Any deduction for moving expenses
paid or incurred after August 27, 2005, and be-
fore January 1, 2008, and allowable under this
chapter to any taxpayer in connection with
the employment of any individual—

‘() whose principal place of abode was lo-
cated in the Gulf Opportunity Zone before
August 28, 2005,

‘“(II) who was unable to remain in such
abode as the result of Hurricane Katrina, and
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“(ITII) whose principal place of employment
with the taxpayer after such expense is lo-
cated in the Gulf Opportunity Zone.

For purposes of this clause, the term ‘mov-
ing expenses’ has the meaning given such
term by section 217(b), except that the tax-
payer’s former residence and new residence
may be the same residence if the initial
vacating of the residence was as the result of
Hurricane Katrina.

‘‘(iii) Any deduction for expenses paid or
incurred after August 27, 2005, and before
January 1, 2008, and allowable under this
chapter to temporarily house any employee
of the taxpayer whose principal place of em-
ployment is in the Gulf Opportunity Zone.

‘“(iv) Any deduction for depreciation (or
amortization in lieu of depreciation) allow-
able under this chapter with respect to any
qualified Gulf Opportunity Zone property (as
defined in subsection (a)(2)) for the taxable
year such property is placed in service.

‘“(v) Any deduction for repair expenses (in-
cluding expenses for removal of debris) al-
lowable under this chapter paid or incurred
after August 27, 2005, and before January 1,
2008, with respect to any damage attrib-
utable to Hurricane Katrina and in connec-
tion with property which is located in the
Gulf Opportunity Zone.

“(3) QUALIFIED GULF OPPORTUNITY ZONE
CASUALTY LOSS.—

‘““(A) IN GENERAL.—For purposes of para-
graph (2)(B)(i), the term ‘qualified Gulf Op-
portunity Zone casualty loss’ means any un-
compensated section 1231 loss (as defined in
section 1231(a)(3)(B)) of property located in
the Gulf Opportunity Zone if—

‘(i) such loss is allowed as a deduction
under section 165 for the taxable year, and

‘“(ii) such loss is attributable to Hurricane
Katrina.

‘(B) REDUCTION FOR GAINS FROM INVOLUN-
TARY CONVERSION.—The amount of qualified
Gulf Opportunity Zone casualty loss which
would (but for this subparagraph) be taken
into account under subparagraph (A) for any
taxable year shall be reduced by the amount
of any gain recognized by the taxpayer for
such year from the involuntary conversion
by reason of Hurricane Katrina of property
located in the Gulf Opportunity Zone.

¢“(C) COORDINATION WITH GENERAL DISASTER
LOSS RULES.—Subsection (j) and section 165(i)
shall not apply to any qualified Gulf Oppor-
tunity Zone casualty loss to the extent such
loss is taken into account under this sub-
section.

‘‘(4) SPECIAL RULES.—For purposes of para-
graph (1), rules similar to the rules of para-
graphs (2) and (3) of section 172(i) shall apply
with respect to such portion.

(i) TREATMENT OF PUBLIC UTILITY PROP-
ERTY DISASTER LOSSES.—

‘(1) IN GENERAL.—Upon the election of the
taxpayer, in the case of any eligible public
utility property loss—

“‘(A) section 165(i) shall be applied by sub-
stituting ‘the fifth taxable year immediately
preceding’ for ‘the taxable year immediately
preceding’,

““(B) an application for a tentative
carryback adjustment of the tax for any
prior taxable year affected by the applica-
tion of subparagraph (A) may be made under
section 6411, and

‘“(C) section 6611 shall not apply to any
overpayment attributable to such loss.

‘(2) ELIGIBLE PUBLIC UTILITY PROPERTY
LOSS.—For purposes of this subsection—

‘““(A) IN GENERAL.—The term ‘eligible pub-
lic utility property loss’ means any loss with
respect to public utility property located in
the Gulf Opportunity Zone and attributable
to Hurricane Katrina.

‘(B) PUBLIC UTILITY PROPERTY.—The term
‘public utility property’ has the meaning
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given such term by section 168(i)(10) without
regard to the matter following subparagraph
(D) thereof.

‘“(3) WAIVER OF LIMITATIONS.—If refund or
credit of any overpayment of tax resulting
from the application of paragraph (1) is pre-
vented at any time before the close of the 1-
year period beginning on the date of the en-
actment of this section by the operation of
any law or rule of law (including res judi-
cata), such refund or credit may nevertheless
be made or allowed if claim therefor is filed
before the close of such period.

“(j) SPECIAL RULE FOR GULF OPPORTUNITY
ZONE PUBLIC UTILITY CASUALTY LOSSES.—

‘(1) IN GENERAL.—The amount described in
section 172(f)(1)(A) for any taxable year shall
be increased by the amount of the Gulf Op-
portunity Zone public utility casualty loss
for such year.

“(2) GULF OPPORTUNITY ZONE PUBLIC UTIL-
ITY CASUALTY LOSS.—For purposes of this
subsection, the term ‘Gulf Opportunity Zone
public utility casualty loss’ means any cas-
ualty loss of public utility property (as de-
fined in section 168(i)(10)) located in the Gulf
Opportunity Zone if—

‘“(A) such loss is allowed as a deduction
under section 165 for the taxable year,

“(B) such loss is attributable to Hurricane
Katrina, and

‘“(C) the taxpayer elects the application of
this subsection with respect to such loss.

“(3) REDUCTION FOR GAINS FROM INVOLUN-
TARY CONVERSION.—The amount of Gulf Op-
portunity Zone public utility casualty loss
which would (but for this paragraph) be
taken into account under paragraph (1) for
any taxable year shall be reduced by the
amount of any gain recognized by the tax-
payer for such year from the involuntary
conversion by reason of Hurricane Katrina of
public utility property (as so defined) lo-
cated in the Gulf Opportunity Zone.

‘“(4) COORDINATION WITH GENERAL DISASTER
LOSS RULES.—Subsection (h) and section
165(i) shall not apply to any Gulf Oppor-
tunity Zone public utility casualty loss to
the extent such loss is taken into account
under paragraph (1).

‘(6) ELECTION.—Any election under para-
graph (2)(C) shall be made in such manner as
may be prescribed by the Secretary and shall
be made by the due date (including exten-
sions of time) for filing the taxpayer’s return
for the taxable year of the loss. Such elec-
tion, once made for any taxable year, shall
be irrevocable for such taxable year.

“(k) SPECIAL RULES FOR SMALL TIMBER
PRODUCERS.—

‘(1) INCREASED EXPENSING FOR QUALIFIED
TIMBER PROPERTY.—In the case of qualified
timber property any portion of which is lo-
cated in the Gulf Opportunity Zone, in that
portion of the Rita GO Zone which is not
part of the Gulf Opportunity Zone, or in the
Wilma GO Zone, the limitation under sub-
paragraph (B) of section 194(b)(1) shall be in-
creased by the lesser of—

‘“(A) the limitation which would (but for
this subsection) apply under such subpara-
graph, or

‘(B) the amount of reforestation expendi-
tures (as defined in section 194(c)(3)) paid or
incurred by the taxpayer with respect to
such qualified timber property during the
specified portion of the taxable year.

‘“(2) 5 YEAR NOL CARRYBACK OF CERTAIN TIM-
BER LOSSES.—For purposes of determining
farming loss under section 172(i), income and
deductions which are allocable to the speci-
fied portion of the taxable year and which
are attributable to qualified timber property
any portion of which is located in the Gulf
Opportunity Zone, in that portion of the
Rita GO Zone which is not part of the Gulf
Opportunity Zone, or in the Wilma GO Zone
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shall be treated as attributable to farming
businesses.

‘“(3) RULES NOT APPLICABLE TO CERTAIN EN-
TITIES.—Paragraphs (1) and (2) shall not
apply to any taxpayer which—

‘“(A) is a corporation the stock of which is
publicly traded on an established securities
market, or

‘(B) is a real estate investment trust.

‘“(4) RULES NOT APPLICABLE TO LARGE TIM-
BER PRODUCERS.—Paragraphs (1) and (2) shall
not apply with respect to any qualified tim-
ber property unless—

‘“(A) such property was held by the tax-
payer—

‘(i) on August 28, 2005, in the case of quali-
fied timber property any portion of which is
located in the Gulf Opportunity Zone,

‘“(ii) on September 23, 2005, in the case of
qualified timber property (other than prop-
erty described in subclause (I)) any portion
of which is located in that portion of the
Rita GO Zone which is not part of the Gulf
Opportunity Zone, or

¢“(iii) on October 23, 2005, in the case of
qualified timber property (other than prop-
erty described in subclause (I) or (II)) any
portion of which is located in the Wilma GO
Zone, and

‘(B) such taxpayer held not more than 500
acres of qualified timber property on such
date.

‘‘(5) DEFINITIONS.—For purposes of this sub-
section—

‘“(A) SPECIFIED PORTION.—The term ‘speci-
fied portion’ means—

‘(i) in the case of qualified timber prop-
erty located in the Gulf Opportunity Zone,
that portion of the taxable year which is on
or after August 28, 2005, and before January
1, 2007,

‘‘(ii) in the case of qualified timber prop-
erty located in the Rita GO Zone and no part
of which is located in the Gulf Opportunity
Zone, that portion of the taxable year which
is on or after September 23, 2005, and before
January 1, 2007, and

‘‘(iii) in the case of qualified timber prop-
erty located in the Wilma GO Zone, that por-
tion of the taxable year which is on or after
October 23, 2005, and before January 1, 2007.

‘“(B) QUALIFIED TIMBER PROPERTY.—The
term ‘qualified timber property’ has the
meaning given such term in section 194(c)(1).

‘(1) EXPENSING FOR CERTAIN DEMOLITION
AND CLEAN-UP COSTS.—

‘(1) IN GENERAL.—A taxpayer may elect to
treat 50 percent of any qualified Gulf Oppor-
tunity Zone clean-up cost as an expense
which is not chargeable to capital account.
Any cost so treated shall be allowed as a de-
duction for the taxable year in which such
cost is paid or incurred.

‘(2) GULF OPPORTUNITY ZONE CLEAN-UP
cosT.—For purposes of this subsection, the
term ‘Gulf Opportunity Zone clean-up cost’
means any amount paid or incurred during
the period beginning on August 28, 2005, and
ending on December 31, 2007, for the removal
of debris from, or the demolition of struc-
tures on, real property which is located in
the Gulf Opportunity Zone and which is—

“‘(A) held by the taxpayer for use in a trade
or business or for the production of income,
or

“(B) property described in section 1221(a)(1)
in the hands of the taxpayer.

For purposes of the preceding sentence,
amounts paid or incurred shall be taken into
account only to the extent that such amount
would (but for paragraph (1)) be chargeable
to capital account.

“(m) EXTENSION OF EXPENSING FOR ENVI-
RONMENTAL REMEDIATION CoOSTS.—With re-
spect to any qualified environmental remedi-
ation expenditure (as defined in section
198(b)) paid or incurred on or after August 28,
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2005, in connection with a qualified contami-

nated site located in the Gulf Opportunity

Zone, section 198 (relating to expensing of

environmental remediation costs) shall be

applied—

‘(1) by substituting ‘December 31, 2007’ for
‘December 31, 2006’ in subsection (h) thereof,
and

““(2) except as provided in section 198(d)(2),
by treating petroleum products (as defined in
section 4612(a)(3)) as a hazardous substance.

‘“(n) GULF OPPORTUNITY ZONE.—For pur-
poses of this section, the term ‘Gulf Oppor-
tunity Zone’ means an area—

‘(1) with respect to which a major disaster
has been declared by the President under
section 401 of the Robert T. Stafford Disaster
Relief and Emergency Assistance Act as a re-
sult of Hurricane Katrina, and

‘(2) which is determined by the President
to warrant individual assistance, or indi-
vidual and public assistance, from the Fed-
eral Government under such Act.”

(b) CLERICAL AMENDMENTS.—The table of
subchapters for chapter 1 is amended by add-
ing at the end the following new item:

‘““‘SUBCHAPTER Z—HURRICANE RELIEF
BENEFITS.”".

EXPANSION OF HOPE SCHOLARSHIP
AND LIFETIME LEARNING CREDIT
FOR STUDENTS IN THE GULF OP-
PORTUNITY ZONE.

In the case of an individual who attends an
eligible educational institution (as defined in
section 25A(f)(2) of the Internal Revenue
Code of 1986) located in the Gulf Opportunity
Zone (as defined in section 1400N(1) of such
Code) for any taxable year beginning during
2005 or 2006—

(1) in applying section 25A of the Internal
Revenue Code of 1986, the term ‘‘qualified
tuition and related expenses’ shall include
any costs which are qualified higher edu-
cation expenses (as defined in section
529(e)(3) of such Code),

(2) each of the dollar amounts in effect
under of subparagraphs (A) and (B) of section
25A(b)(1) of such Code shall be twice the
amount otherwise in effect before the appli-
cation of this subsection, and

(3) section 25A(c)(1) of such Code shall be
applied by substituting ‘40 percent’’ for 20
percent’’.

SEC. 103. EXTENSION OF SPECIAL RULES FOR

MORTGAGE REVENUE BONDS.

Section 404(d) of the Katrina Emergency
Tax Relief Act of 2005 is amended by striking
“December 31, 2007 and inserting ‘‘Decem-
ber 31, 2010”".

SEC. 104. HOUSING RELIEF FOR INDIVIDUALS AF-

FECTED BY HURRICANE KATRINA.

(a) EXCLUSION OF EMPLOYER PROVIDED
HOUSING FOR INDIVIDUAL AFFECTED BY HURRI-
CANE KATRINA.—

(1) IN GENERAL.—For purposes of the Inter-
nal Revenue Code of 1986, gross income of a
qualified employee shall not include the
value of any lodging furnished to such em-
ployee, such employee’s spouse, or any of
such employee’s dependents by or on behalf
of a qualified employer for any month during
the taxable year.

(2) LIMITATION.—The amount which may be
excluded under subsection (a) for any month
for which lodging is furnished during the
taxable year shall not exceed $600.

(3) TREATMENT OF EXCLUSION.—For pur-
poses of the Internal Revenue Code of 1986
(other than sections 3121(a)(19) and
3306(b)(14), an exclusion under subsection (a)
shall be treated as an exclusion under sec-
tion 119 of such Code.

(b) EMPLOYER CREDIT FOR HOUSING EMPLOY-
EES AFFECTED BY HURRICANE KATRINA.—

(1) IN GENERAL.—In the case of a qualified
employer, there shall be allowed as a credit
against the tax imposed by chapter 1 of the

SEC. 102.
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Internal Revenue Code of 1986 for any month
during the taxable year an amount equal to
30 percent of any amount which is excludable
from the gross income of a qualified em-
ployee of such employer under subsection
(a).

(2) CERTAIN RULES TO APPLY.—For purposes
of this section, rules similar to the rules of
section 280C(a) of such Code shall apply.

(3) CREDIT TO BE PART OF GENERAL BUSINESS
CREDIT.—The credit allowed under this sec-
tion shall be added to the current year busi-
ness credit under section 38(b) of such Code
and shall be treated as a credit allowed
under subpart D of part IV of subchapter A of
such Code.

(c) QUALIFIED EMPLOYEE.—For purposes of
this section, the term ‘‘qualified employee’’
means, with respect to any month, an indi-
vidual—

(1) who had a principal residence (as de-
fined in section 121 of the Internal Revenue
Code of 1986) in the GO Zone (as defined in
section 1400N(1) of such Code) on August 28,
2005, and

(2) who performs not less than 80 percent of
the employment services for a qualified em-
ployer in the Hurricane Katrina disaster
area (as so defined).

(d) QUALIFIED EMPLOYER.—For purposes of
this section, the term ‘‘qualified employer”’
means any employer with a trade or business
located in the Hurricane Katrina disaster
area (as so defined).

(e) APPLICATION OF SECTION.—This section
shall apply to lodging provided—

(1) after the date of the enactment of this
Act,

(2) before the date which is 6 months after
the date of the enactment of this Act, and

(3) no credit with respect to such lodging
shall be claimed before October 1, 2006.

Subtitle B—Tax Benefits Related to
Hurricanes Rita and Wilma
SEC. 111. EXTENSION OF CERTAIN EMERGENCY
TAX RELIEF FOR HURRICANE
KATRINA TO HURRICANES RITA AND
WILMA.

(a) IN GENERAL.—Subchapter Z of chapter
1, as added by this Act, is amended by adding
at the end the following new sections:

“SEC. 1400P. SPECIAL RULES FOR MORTGAGE
REVENUE BONDS.

‘“(a) IN GENERAL.—In the case of financing
provided with respect to residences in the GO
Zone, the Rita GO Zone, or the Wilma GO
Zone, section 143 shall be applied—

‘(1) by treating any residence in the GO
Zone, the Rita GO Zone, or the Wilma GO
Zone as a targeted area residence,

‘(2) by applying subsection (f)(3) without
regard to subparagraph (A) thereof, and

““(3) by substituting ‘$150,000" for ‘$15,000’ in
subsection (k)(4) thereof.

‘“(b) APPLICATION.—Subsection (a) shall not
apply to financing provided after December
31, 2010.

“SEC. 1400Q. SPECIAL RULES FOR USE OF RE-
TIREMENT FUNDS.

“(a) TAX-FAVORED WITHDRAWALS FROM RE-
TIREMENT PLANS.—

‘(1) IN GENERAL.—Section 72(t) shall not
apply to any qualified hurricane distribu-
tion.

‘(2) AGGREGATE DOLLAR LIMITATION.—

‘“(A) IN GENERAL.—For purposes of this sub-
section, the aggregate amount of distribu-
tions received by an individual which may be
treated as qualified hurricane distributions
for any taxable year shall not exceed the ex-
cess (if any) of—

‘(1) $100,000, over

‘“(ii) the aggregate amounts treated as
qualified hurricane distributions received by
such individual for all prior taxable years.

“(B) TREATMENT OF PLAN DISTRIBUTIONS.—
If a distribution to an individual would
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(without regard to subparagraph (A)) be a
qualified hurricane distribution, a plan shall
not be treated as violating any requirement
of this title merely because the plan treats
such distribution as a qualified hurricane
distribution, unless the aggregate amount of
such distributions from all plans maintained
by the employer (and any member of any
controlled group which includes the em-
ployer) to such individual exceeds $100,000.

‘(C) CONTROLLED GROUP.—For purposes of
subparagraph (B), the term ‘controlled
group’ means any group treated as a single
employer under subsection (b), (¢), (m), or (0)
of section 414.

¢“(3) AMOUNT DISTRIBUTED MAY BE REPAID.—

‘““(A) IN GENERAL.—Any individual who re-
ceives a qualified hurricane distribution
may, at any time during the 3-year period
beginning on the day after the date on which
such distribution was received, make one or
more contributions in an aggregate amount
not to exceed the amount of such distribu-
tion to an eligible retirement plan of which
such individual is a beneficiary and to which
a rollover contribution of such distribution
could be made under section 402(c), 403(a)(4),
403(b)(8), 408(d)(3), or 457(e)(16), as the case
may be.

‘(B) TREATMENT OF REPAYMENTS OF DIS-
TRIBUTIONS FROM ELIGIBLE RETIREMENT PLANS
OTHER THAN IRAS.—For purposes of this title,
if a contribution is made pursuant to sub-
paragraph (A) with respect to a qualified
hurricane distribution from an eligible re-
tirement plan other than an individual re-
tirement plan, then the taxpayer shall, to
the extent of the amount of the contribu-
tion, be treated as having received the quali-
fied hurricane distribution in an eligible
rollover distribution (as defined in section
402(c)(4)) and as having transferred the
amount to the eligible retirement plan in a
direct trustee to trustee transfer within 60
days of the distribution.

¢(C) TREATMENT OF REPAYMENTS FOR DIS-
TRIBUTIONS FROM IRAS.—For purposes of this
title, if a contribution is made pursuant to
subparagraph (A) with respect to a qualified
hurricane distribution from an individual re-
tirement plan (as defined by section
7701(a)(37)), then, to the extent of the
amount of the contribution, the qualified
hurricane distribution shall be treated as a
distribution described in section 408(d)(3) and
as having been transferred to the eligible re-
tirement plan in a direct trustee to trustee
transfer within 60 days of the distribution.

‘‘(4) DEFINITIONS.—For purposes of this sub-
section—

““(A) QUALIFIED HURRICANE DISTRIBUTION.—
Except as provided in paragraph (2), the term
‘qualified hurricane distribution’ means—

‘(i) any distribution from an eligible re-
tirement plan made on or after August 25,
2005, and before January 1, 2007, to an indi-
vidual whose principal place of abode on Au-
gust 28, 2005, is located in the Hurricane
Katrina disaster area and who has sustained
an economic loss by reason of Hurricane
Katrina,

‘‘(ii) any distribution (which is not de-
scribed in clause (i)) from an eligible retire-
ment plan made on or after September 23,
2005, and before January 1, 2007, to an indi-
vidual whose principal place of abode on Sep-
tember 23, 2005, is located in the Hurricane
Rita disaster area and who has sustained an
economic loss by reason of Hurricane Rita,
and

‘‘(iii) any distribution (which is not de-
scribed in clause (i) or (ii)) from an eligible
retirement plan made on or after October 23,
2005, and before January 1, 2007, to an indi-
vidual whose principal place of abode on Oc-
tober 23, 2005, is located in the Hurricane
Wilma disaster area and who has sustained
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an economic loss by reason of Hurricane
Wilma.

‘(B) ELIGIBLE RETIREMENT PLAN.—The term
‘eligible retirement plan’ shall have the
meaning given such term by section
402(c)(8)(B).

‘() INCOME INCLUSION SPREAD OVER 3-YEAR
PERIOD.—

‘“‘(A) IN GENERAL.—In the case of any quali-
fied hurricane distribution, unless the tax-
payer elects not to have this paragraph
apply for any taxable year, any amount re-
quired to be included in gross income for
such taxable year shall be so included rat-
ably over the 3-taxable year period beginning
with such taxable year.

‘“(B) SPECIAL RULE.—For purposes of sub-
paragraph (A), rules similar to the rules of
subparagraph (E) of section 408A(d)(3) shall
apply.

‘‘(6) SPECIAL RULES.—

‘“(A) EXEMPTION OF DISTRIBUTIONS FROM
TRUSTEE TO TRUSTEE TRANSFER AND WITH-
HOLDING RULES.—For purposes of sections
401(a)(31), 402(f), and 3405, qualified hurricane
distributions shall not be treated as eligible
rollover distributions.

“(B) QUALIFIED HURRICANE DISTRIBUTIONS
TREATED AS MEETING PLAN DISTRIBUTION RE-
QUIREMENTS.—For purposes this title, a
qualified hurricane distribution shall be
treated as meeting the requirements of sec-
tions 401(k)(2)(B)(@1), 403(b)(7)(A)(ii), 403(b)(11),
and 457(d)(1)(A).

“(b) RECONTRIBUTIONS OF WITHDRAWALS
FOR HOME PURCHASES.—

(1) RECONTRIBUTIONS.—

‘“(A) IN GENERAL.—Any individual who re-
ceived a qualified distribution may, during
the applicable period, make one or more con-
tributions in an aggregate amount not to ex-
ceed the amount of such qualified distribu-
tion to an eligible retirement plan (as de-
fined in section 402(c)(8)(B)) of which such in-
dividual is a beneficiary and to which a roll-
over contribution of such distribution could
be made under section 402(c), 403(a)(4),
403(b)(8), or 408(d)(3), as the case may be.

‘“(B) TREATMENT OF REPAYMENTS.—Rules
similar to the rules of subparagraphs (B) and
(C) of subsection (a)(3) shall apply for pur-
poses of this subsection.

‘‘(2) QUALIFIED DISTRIBUTION.—For purposes
of this subsection—

‘“(A) IN GENERAL.—The term ‘qualified dis-
tribution’ means any qualified Katrina dis-
tribution, any qualified Rita distribution,
and any qualified Wilma distribution.

‘“(B) QUALIFIED KATRINA DISTRIBUTION.—
The term ‘qualified Katrina distribution’
means any distribution—

‘(i) described in section 401(k)(2)(B)(1)(AV),
403(b)(7T)(A)({i) (but only to the extent such
distribution relates to financial hardship),
403(b)(11)(B), or 72(t)(2)(F),

‘‘(ii) received after February 28, 2005, and
before August 29, 2005, and

‘‘(iii) which was to be used to purchase or
construct a principal residence in the Hurri-
cane Katrina disaster area, but which was
not so purchased or constructed on account
of Hurricane Katrina.

“(C) QUALIFIED RITA DISTRIBUTION.—The
term ‘qualified Rita distribution’ means any
distribution (other than a qualified Katrina
distribution)—

‘(i) described in section 401(k)(2)(B)(1)(AV),
403(b)(7T)(A)({i) (but only to the extent such
distribution relates to financial hardship),
403(b)(11)(B), or 72(t)(2)(F),

‘‘(ii) received after February 28, 2005, and
before September 24, 2005, and

‘‘(iii) which was to be used to purchase or
construct a principal residence in the Hurri-
cane Rita disaster area, but which was not so
purchased or constructed on account of Hur-
ricane Rita.
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‘(D) QUALIFIED WILMA DISTRIBUTION.—The
term ‘qualified Wilma distribution’ means
any distribution (other than a qualified
Katrina distribution or a qualified Rita dis-
tribution)—

‘(i) described in section 401(k)(2)(B)({1)(IV),
403(b)(T)(A)(ii) (but only to the extent such
distribution relates to financial hardship),
403(b)(11)(B), or 72(t)(2)(F),

‘“(ii) received after February 28, 2005, and
before October 24, 2005, and

‘‘(iii) which was to be used to purchase or
construct a principal residence in the Hurri-
cane Wilma disaster area, but which was not
so purchased or constructed on account of
Hurricane Wilma.

‘“(3) APPLICABLE PERIOD.—For purposes of
this subsection, the term ‘applicable period’
means—

‘“(A) with respect to any qualified Katrina
distribution, the period beginning on August
25, 2005, and ending on February 28, 2006,

‘“(B) with respect to any qualified Rita dis-
tribution, the period beginning on September
23, 2005, and ending on February 28, 2006, and

“(C) with respect to any qualified Wilma
distribution, the period beginning on October
23, 2005, and ending on February 28, 2006.

“‘(c) LOANS FROM QUALIFIED PLANS.—

(1) INCREASE IN LIMIT ON LOANS NOT TREAT-
ED AS DISTRIBUTIONS.—In the case of any loan
from a qualified employer plan (as defined
under section 72(p)(4)) to a qualified indi-
vidual made during the applicable period—

‘“(A) clause (i) of section 72(p)(2)(A) shall be
applied by substituting ‘$100,000" for ‘$50,000°,
and

“(B) clause (ii) of such section shall be ap-
plied by substituting ‘the present value of
the nonforfeitable accrued benefit of the em-
ployee under the plan’ for ‘one-half of the
present value of the nonforfeitable accrued
benefit of the employee under the plan’.

‘“(2) DELAY OF REPAYMENT.—In the case of a
qualified individual with an outstanding loan
on or after the qualified beginning date from
a qualified employer plan (as defined in sec-
tion 72(p)(4)—

‘“(A) if the due date pursuant to subpara-
graph (B) or (C) of section 72(p)(2) for any re-
payment with respect to such loan occurs
during the period beginning on the qualified
beginning date and ending on December 31,
2006, such due date shall be delayed for 1
year,

‘(B) any subsequent repayments with re-
spect to any such loan shall be appropriately
adjusted to reflect the delay in the due date
under paragraph (1) and any interest accru-
ing during such delay, and

‘(C) in determining the 5-year period and
the term of a loan under subparagraph (B) or
(C) of section 72(p)(2), the period described in
subparagraph (A) shall be disregarded.

‘“(3) QUALIFIED INDIVIDUAL.—For purposes
of this subsection—

‘‘(A) IN GENERAL.—The term ‘qualified indi-
vidual’ means any qualified Hurricane
Katrina individual, any qualified Hurricane
Rita individual, and any qualified Hurricane
Wilma individual.

“(B) QUALIFIED HURRICANE KATRINA INDI-
VIDUAL.—The term ‘qualified Hurricane
Katrina individual’ means an individual
whose principal place of abode on August 28,
2005, is located in the Hurricane Katrina dis-
aster area and who has sustained an eco-
nomic loss by reason of Hurricane Katrina.

‘(C) QUALIFIED HURRICANE RITA INDI-
VIDUAL.—The term ‘qualified Hurricane Rita
individual’ means an individual (other than a
qualified Hurricane Katrina individual)
whose principal place of abode on September
23, 2005, is located in the Hurricane Rita dis-
aster area and who has sustained an eco-
nomic loss by reason of Hurricane Rita.

‘(D) QUALIFIED HURRICANE WILMA INDI-
VIDUAL.—The term ‘qualified Hurricane
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Wilma individual’ means an individual
(other than a qualified Hurricane Katrina in-
dividual or a qualified Hurricane Rita indi-
vidual) whose principal place of abode on Oc-
tober 23, 2005, is located in the Hurricane
Wilma disaster area and who has sustained
an economic loss by reason of Hurricane
Wilma.

‘“(4) APPLICABLE PERIOD; QUALIFIED BEGIN-
NING DATE.—For purposes of this sub-
section—

‘‘(A) HURRICANE KATRINA.—In the case of
any qualified Hurricane Katrina individual—

‘(i) the applicable period is the period be-
ginning on September 24, 2005, and ending on
December 31, 2006, and

‘“(ii) the qualified beginning date is August
25, 2005.

‘“(B) HURRICANE RITA.—In the case of any
qualified Hurricane Rita individual—

‘(i) the applicable period is the period be-
ginning on the date of the enactment of this
subsection and ending on December 31, 2006,
and

‘(i) the qualified beginning date is Sep-
tember 23, 2005.

‘‘(C) HURRICANE WILMA.—In the case of any
qualified Hurricane Wilma individual—

‘(i) the applicable period is the period be-
ginning on the date of the enactment of this
subsection and ending on December 31, 2006,
and

‘‘(ii) the qualified beginning date is Octo-
ber 23, 2005.

“SEC. 1400R. EMPLOYMENT RELIEF.

‘‘(a) EMPLOYEE RETENTION CREDIT FOR EM-
PLOYERS AFFECTED BY HURRICANE KATRINA.—

‘(1) IN GENERAL.—For purposes of section
38, in the case of an eligible employer, the
Hurricane Katrina employee retention credit
for any taxable year is an amount equal to 40
percent of the qualified wages with respect
to each eligible employee of such employer
for such taxable year. For purposes of the
preceding sentence, the amount of qualified
wages which may be taken into account with
respect to any individual shall not exceed
$6,000.

‘(2) DEFINITIONS.—For purposes of this sub-
section—

‘‘(A) ELIGIBLE EMPLOYER.—The term ‘eligi-
ble employer’ means any employer—

‘(i) which conducted an active trade or
business on August 28, 2005, in the Gulf Op-
portunity Zone, and

‘“(ii) with respect to whom the trade or
business described in clause (i) is inoperable
on any day after August 28, 2005, and before
January 1, 2006, as a result of damage sus-
tained by reason of Hurricane Katrina.

‘(B) ELIGIBLE EMPLOYEE.—The term ‘eligi-
ble employee’ means with respect to an eligi-
ble employer an employee whose principal
place of employment on August 28, 2005, with
such eligible employer was in the Gulf Op-
portunity Zone.

‘(C) QUALIFIED WAGES.—The term ‘quali-
fied wages’ means wages (as defined in sec-
tion 51(c)(1), but without regard to section
3306(b)(2)(B)) paid or incurred by an eligible
employer with respect to an eligible em-
ployee on any day after August 28, 2005, and
before January 1, 2006, which occurs during
the period—

‘(i) beginning on the date on which the
trade or business described in subparagraph
(A) first became inoperable at the principal
place of employment of the employee imme-
diately before Hurricane Katrina, and

‘(ii) ending on the date on which such
trade or business has resumed significant op-
erations at such principal place of employ-
ment.

Such term shall include wages paid without
regard to whether the employee performs no
services, performs services at a different
place of employment than such principal
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place of employment, or performs services at
such principal place of employment before
significant operations have resumed.

‘“(3) CERTAIN RULES TO APPLY.—For pur-
poses of this subsection, rules similar to the
rules of sections 51(i)(1), 52, and 280C(a) shall
apply.

‘“(4) EMPLOYEE NOT TAKEN INTO ACCOUNT
MORE THAN ONCE.—An employee shall not be
treated as an eligible employee for purposes
of this subsection for any period with respect
to any employer if such employer is allowed
a credit under section 51 with respect to such
employee for such period.

‘“(b) EMPLOYEE RETENTION CREDIT FOR EM-
PLOYERS AFFECTED BY HURRICANE RITA.—

‘(1) IN GENERAL.—For purposes of section
38, in the case of an eligible employer, the
Hurricane Rita employee retention credit for
any taxable year is an amount equal to 40
percent of the qualified wages with respect
to each eligible employee of such employer
for such taxable year. For purposes of the
preceding sentence, the amount of qualified
wages which may be taken into account with
respect to any individual shall not exceed
$6,000.

‘(2) DEFINITIONS.—For purposes of this sub-
section—

‘‘(A) ELIGIBLE EMPLOYER.—The term ‘eligi-
ble employer’ means any employer—

‘(i) which conducted an active trade or
business on September 23, 2005, in the Rita
GO Zone, and

‘“(ii) with respect to whom the trade or
business described in clause (i) is inoperable
on any day after September 23, 2005, and be-
fore January 1, 2006, as a result of damage
sustained by reason of Hurricane Rita.

‘(B) ELIGIBLE EMPLOYEE.—The term ‘eligi-
ble employee’ means with respect to an eligi-
ble employer an employee whose principal
place of employment on September 23, 2005,
with such eligible employer was in the Rita
GO Zone.

‘(C) QUALIFIED WAGES.—The term ‘quali-
fied wages’ means wages (as defined in sec-
tion 51(c)(1), but without regard to section
3306(b)(2)(B)) paid or incurred by an eligible
employer with respect to an eligible em-
ployee on any day after September 23, 2005,
and before January 1, 2006, which occurs dur-
ing the period—

‘(i) beginning on the date on which the
trade or business described in subparagraph
(A) first became inoperable at the principal
place of employment of the employee imme-
diately before Hurricane Rita, and

‘(ii) ending on the date on which such
trade or business has resumed significant op-
erations at such principal place of employ-
ment.

Such term shall include wages paid without
regard to whether the employee performs no
services, performs services at a different
place of employment than such principal
place of employment, or performs services at
such principal place of employment before
significant operations have resumed.

¢“(3) CERTAIN RULES TO APPLY.—For pur-
poses of this subsection, rules similar to the
rules of sections 51(i)(1), 52, and 280C(a) shall
apply.

‘(4) EMPLOYEE NOT TAKEN INTO ACCOUNT
MORE THAN ONCE.—An employee shall not be
treated as an eligible employee for purposes
of this subsection for any period with respect
to any employer if such employer is allowed
a credit under subsection (a) or section 51
with respect to such employee for such pe-
riod.

‘(c) EMPLOYEE RETENTION CREDIT FOR EM-
PLOYERS AFFECTED BY HURRICANE WILMA.—

‘(1) IN GENERAL.—For purposes of section
38, in the case of an eligible employer, the
Hurricane Wilma employee retention credit
for any taxable year is an amount equal to 40
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percent of the qualified wages with respect
to each eligible employee of such employer
for such taxable year. For purposes of the
preceding sentence, the amount of qualified
wages which may be taken into account with
respect to any individual shall not exceed
$6,000.

‘“(2) DEFINITIONS.—For purposes of this sub-
section—

‘‘(A) ELIGIBLE EMPLOYER.—The term ‘eligi-
ble employer’ means any employer—

‘(i) which conducted an active trade or
business on October 23, 2005, in the Wilma GO
Zone, and

‘(i) with respect to whom the trade or
business described in clause (i) is inoperable
on any day after October 23, 2005, and before
January 1, 2006, as a result of damage sus-
tained by reason of Hurricane Wilma.

‘(B) ELIGIBLE EMPLOYEE.—The term ‘eligi-
ble employee’ means with respect to an eligi-
ble employer an employee whose principal
place of employment on October 23, 2005,
with such eligible employer was in the
Wilma GO Zone.

‘“(C) QUALIFIED WAGES.—The term ‘quali-
fied wages’ means wages (as defined in sec-
tion 51(c)(1), but without regard to section
3306(b)(2)(B)) paid or incurred by an eligible
employer with respect to an eligible em-
ployee on any day after October 23, 2005, and
before January 1, 2006, which occurs during
the period—

‘(i) beginning on the date on which the
trade or business described in subparagraph
(A) first became inoperable at the principal
place of employment of the employee imme-
diately before Hurricane Wilma, and

‘“(ii) ending on the date on which such
trade or business has resumed significant op-
erations at such principal place of employ-
ment.

Such term shall include wages paid without
regard to whether the employee performs no
services, performs services at a different
place of employment than such principal
place of employment, or performs services at
such principal place of employment before
significant operations have resumed.

“(3) CERTAIN RULES TO APPLY.—For pur-
poses of this subsection, rules similar to the
rules of sections 51(i)(1), 52, and 280C(a) shall
apply.

‘(4) EMPLOYEE NOT TAKEN INTO ACCOUNT
MORE THAN ONCE.—An employee shall not be
treated as an eligible employee for purposes
of this subsection for any period with respect
to any employer if such employer is allowed
a credit under subsection (a) or section 51
with respect to such employee for such pe-
riod.

“SEC. 1400S. ADDITIONAL TAX RELIEF PROVI-
SIONS.

‘““(a) TEMPORARY SUSPENSION OF LIMITA-
TIONS ON CHARITABLE CONTRIBUTIONS.—

‘(1) IN GENERAL.—Except as otherwise pro-
vided in paragraph (2), section 170(b) shall
not apply to qualified contributions and such
contributions shall not be taken into ac-
count for purposes of applying subsections
(b) and (d) of section 170 to other contribu-
tions.

‘(2) TREATMENT OF EXCESS CONTRIBU-
TIONS.—For purposes of section 170—

‘““(A) INDIVIDUALS.—In the case of an indi-
vidual—

‘(i) LIMITATION.—Any qualified contribu-
tion shall be allowed only to the extent that
the aggregate of such contributions does not
exceed the excess of the taxpayer’s contribu-
tion base (as defined in subparagraph (F) of
section 170(b)(1)) over the amount of all
other charitable contributions allowed under
section 170(b)(1).

‘“(ii) CARRYOVER.—If the aggregate amount
of qualified contributions made in the con-
tribution year (within the meaning of sec-
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tion 170(d)(1)) exceeds the limitation of
clause (i), such excess shall be added to the
excess described in the portion of subpara-
graph (A) of such section which precedes
clause (i) thereof for purposes of applying
such section.

‘‘(B) CORPORATIONS.—In the case of a cor-
poration—

‘(i) LIMITATION.—Any qualified contribu-
tion shall be allowed only to the extent that
the aggregate of such contributions does not
exceed the excess of the taxpayer’s taxable
income (as determined under paragraph (2) of
section 170(b)) over the amount of all other
charitable contributions allowed under such
paragraph.

‘“(ii) CARRYOVER.—Rules similar to the
rules of subparagraph (A)(ii) shall apply for
purposes of this subparagraph.

*(3) EXCEPTION TO OVERALL LIMITATION ON
ITEMIZED DEDUCTIONS.—So0 much of any de-
duction allowed under section 170 as does not
exceed the qualified contributions paid dur-
ing the taxable year shall not be treated as
an itemized deduction for purposes of section
68.

““(4) QUALIFIED CONTRIBUTIONS.—

“‘(A) IN GENERAL.—For purposes of this sub-
section, the term ‘qualified contribution’
means any charitable contribution (as de-
fined in section 170(c)) if—

‘(i) such contribution is paid during the
period beginning on August 28, 2005, and end-
ing on December 31, 2005, in cash to an orga-
nization described in section 170(b)(1)(A)
(other than an organization described in sec-
tion 509(a)(3)),

‘“(ii) in the case of a contribution paid by
a corporation, such contribution is for relief
efforts related to Hurricane Katrina, Hurri-
cane Rita, or Hurricane Wilma, and

‘‘(iii) the taxpayer has elected the applica-
tion of this subsection with respect to such
contribution.

‘(B) EXCEPTION.—Such term shall not in-
clude a contribution if the contribution is
for establishment of a new, or maintenance
in an existing, segregated fund or account
with respect to which the donor (or any per-
son appointed or designated by such donor)
has, or reasonably expects to have, advisory
privileges with respect to distributions or in-
vestments by reason of the donor’s status as
a donor.

¢“(C) APPLICATION OF ELECTION TO PARTNER-
SHIPS AND S CORPORATIONS.—In the case of a
partnership or S corporation, the election
under subparagraph (A)@ii) shall be made
separately by each partner or shareholder.

““(b) SUSPENSION OF CERTAIN LIMITATIONS
ON PERSONAL CASUALTY LOSSES.—Paragraphs
(1) and (2)(A) of section 165(h) shall not apply
to losses described in section 165(c)(3)—

‘(1) which arise in the Hurricane Katrina
disaster area on or after August 25, 2005, and
which are attributable to Hurricane Katrina,

‘“(2) which arise in the Hurricane Rita dis-
aster area on or after September 23, 2005, and
which are attributable to Hurricane Rita, or

‘“(3) which arise in the Hurricane Wilma
disaster area on or after October 23, 2005, and
which are attributable to Hurricane Wilma.

In the case of any other losses, section
165(h)(2)(A) shall be applied without regard
to the losses referred to in the preceding sen-
tence.”.

(b) CONFORMING AMENDMENTS.—

(1) Subsection (b) of section 38 is amended
by striking ‘‘and’ at the end of paragraph
(25), by striking the period at the end of
paragraph (26) and inserting a comma, and
by adding at the end the following new para-
graphs:

‘(27) the Hurricane Katrina employee re-
tention credit determined under section
1400R(a),
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‘“(28) the Hurricane Rita employee reten-
tion credit determined under section
1400R(b), and

‘(29) the Hurricane Wilma employee reten-
tion credit determined under section
1400R(c).”’.

(2) The table of sections for subchapter Z of
chapter 1 is amended by adding at the end
the following new items:

““Sec. 1400P. Special rules for mortgage rev-
enue bonds.

‘“Sec. 1400Q. Special rules for use of retire-
ment funds.

“Sec. 1400R. Employment relief.

‘“Sec. 1400S. Additional tax vrelief provi-
sions.”.

(3) The following provisions of the Katrina
Emergency Tax Relief Act of 2005 are hereby
repealed:

(A) Title 1.

(B) Sections 202, 301, and 402.

TITLE II—EXTENSION OF EXPIRING
PROVISIONS
Subtitle A—Multi-Year Extensions
SEC. 201. EXTENSION OF INCREASED EXPENSING
FOR SMALL BUSINESS.

Section 179 is amended by striking 2008’
each place it appears and inserting ‘‘2010’.
SEC. 202. CREDIT FOR ELECTIVE DEFERRALS

AND IRA CONTRIBUTIONS.

Section 25B(h) is amended by striking
‘2006’ and inserting ‘‘2009”’.

SEC. 203. ABOVE-THE-LINE DEDUCTION FOR
HIGHER EDUCATION.

(a) IN GENERAL.—Section 222(e) is amended
by striking ‘“2005’and inserting ‘‘2009’".

(b) CONFORMING AMENDMENTS.—Section
222(b)(2)(B) is amended—

(1) by striking ‘‘a taxable year beginning in
2004 or 2005’ and inserting ‘‘any taxable year
beginning after 2003’’, and

(2) by striking “2004 AND 2005” and insert-
ing “AFTER 2003”.

SEC. 204. EXTENSION AND MODIFICATION
NEW MARKETS TAX CREDIT.

(a) EXTENSION.—Section 45D(f)(1)(D) is
amended by striking ‘‘and 2007’ and insert-
ing ¢, 2007, and 2008”’.

(b) REGULATIONS REGARDING NON-METRO-
POLITAN COUNTIES.—Section 45D(i) is amend-
ed by striking ‘‘and’ at the end of paragraph
(4), by striking the period at the end of para-
graph (5) and inserting ‘‘, and”’, and by add-
ing at the end by the following new para-
graph:

‘(6) which ensure that non-metropolitan
counties receive a proportional allocation of
qualified equity investments.”.

Subtitle B—One-Year Extensions
SEC. 211. ELECTION TO DEDUCT STATE AND
LOCAL GENERAL SALES TAXES.

Section 164(b)(5)(I) is amended by striking
£€2006” and inserting ¢<2007.

SEC. 212. EXTENSION AND INCREASE IN MIN-
IMUM TAX RELIEF TO INDIVIDUALS.

(a) IN GENERAL.—Section 55(d)(1) is amend-
ed—

(1) by striking ‘$58,000"” and all that fol-
lows through ‘2005’ in subparagraph (A) and
inserting ‘‘$62,550 in the case of taxable years
beginning in 2006, and

(2) by striking $40,250” and all that fol-
lows through ‘2005’ in subparagraph (B) and
inserting ‘‘$42,500 in the case of taxable years
beginning in 2006”°.

(b) EFFECTIVE DATE.—The amendments
made by this section shall apply to taxable
years beginning after December 31, 2005.

SEC. 213. ALLOWANCE OF NONREFUNDABLE PER-
SONAL CREDITS AGAINST REGULAR
AND ALTERNATIVE MINIMUM TAX LI-
ABILITY.

(a) IN GENERAL.—Paragraph (2) of section
26(a) is amended—

(1) by striking ‘‘2005’" in the heading and in-
serting ‘‘2006’’, and
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(2) by striking ‘‘or 2005
€2005, or 2006”’.

(b) CONFORMING PROVISIONS.—

(1) Section 30B(g) is amended by adding at
the end the following new paragraph:

‘“(3) SPECIAL RULE FOR 2006.—For purposes
of any taxable year beginning during 2006,
the credit allowed under subsection (a) (after
the application of paragraph (1)) shall not ex-
ceed the excess of—

‘“(A) the sum of the regular tax liability
(as defined in section 26(b)) plus the tax im-
posed by section 55, over

‘(B) the sum of the credits allowable under
subpart A and this subpart (other than this
section and section 30C).”.

(2) Section 30C(d) is amended by adding at
the end the following new paragraph:

‘“(3) SPECIAL RULE FOR 2006.—For purposes
of any taxable year beginning during 2006,
the credit allowed under subsection (a) (after
the application of paragraph (1)) shall not ex-
ceed the excess of—

‘“(A) the sum of the regular tax liability
(as defined in section 26(b)) plus the tax im-
posed by section 55, over

‘“(B) the sum of the credits allowable under
subpart A and this subpart (other than this
section).”.

(3) Section 904(h) is amended by striking
““or 2005’ and inserting ‘‘2005, or 2006°’.

(4) The amendments made by sections
201(b), 202(f), and 618(b) of the KEconomic
Growth and Tax Relief Reconciliation Act of
2001 shall not apply to taxable years begin-
ning during 2006.

SEC. 214. EXTENSION AND MODIFICATION OF RE-
SEARCH CREDIT.

(a) EXTENSION.—

(1) IN GENERAL.—Section 41(h)(1)(B) is
amended by striking ‘2005 and inserting
42006,

2) CONFORMING AMENDMENT.—Section
45C(b)(1)(D) is amended by striking 2005
and inserting ‘2006’.

(b) INCREASE IN RATES OF ALTERNATIVE IN-
CREMENTAL CREDIT.—Subparagraph (A) of
section 41(c)(4) (relating to election of alter-
native incremental credit) is amended—

(1) by striking ‘‘2.65 percent’’ and inserting
‘3 percent”’,

(2) by striking ‘3.2 percent’” and inserting
‘4 percent”’, and

(3) by striking *‘3.75 percent’’ and inserting
‘5 percent’’.

(c) ALTERNATIVE SIMPLIFIED CREDIT FOR
QUALIFIED RESEARCH EXPENSES.—

(1) IN GENERAL.—Subsection (c) of section
41 (relating to base amount) is amended by
redesignating paragraphs (5) and (6) as para-
graphs (6) and (7), respectively, and by in-
serting after paragraph (4) the following new
paragraph:

‘(5) ELECTION OF ALTERNATIVE SIMPLIFIED
CREDIT.—

‘“(A) IN GENERAL.—At the election of the
taxpayer, the credit determined under sub-
section (a)(1) shall be equal to 12 percent of
so much of the qualified research expenses
for the taxable year as exceeds 50 percent of
the average qualified research expenses for
the 3 taxable years preceding the taxable
year for which the credit is being deter-
mined.

¢(B) SPECIAL RULE IN CASE OF NO QUALIFIED
RESEARCH EXPENSES IN ANY OF 3 PRECEDING
TAXABLE YEARS.—

“(1) TAXPAYERS TO WHICH SUBPARAGRAPH
APPLIES.—The credit under this paragraph
shall be determined under this subparagraph
if the taxpayer has no qualified research ex-
penses in any 1 of the 3 taxable years pre-
ceding the taxable year for which the credit
is being determined.

‘‘(ii) CREDIT RATE.—The credit determined
under this subparagraph shall be equal to 6
percent of the qualified research expenses for
the taxable year.

and inserting
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‘(C) ELECTION.—An election under this
paragraph shall apply to the taxable year for
which made and all succeeding taxable years
unless revoked with the consent of the Sec-
retary. An election under this paragraph
may not be made for any taxable year to
which an election under paragraph (4) ap-
plies.”.

(2) COORDINATION WITH ELECTION OF ALTER-
NATIVE INCREMENTAL CREDIT.—

(A) IN GENERAL.—Section 41(c)(4)(B) (relat-
ing to election) is amended by adding at the
end the following: ‘“‘An election under this
paragraph may not be made for any taxable
year to which an election under paragraph
(5) applies.”’.

(B) TRANSITION RULE.—In the case of an
election under section 41(c)(4) of the Internal
Revenue Code of 1986 which applies to the
taxable year which includes the date of the
enactment of this Act, such election shall be
treated as revoked with the consent of the
Secretary of the Treasury if the taxpayer
makes an election under section 41(c)(5) of
such Code (as added by subsection (a)) for
such year.

(d) EXPANSION OF CREDIT TO EXPENSES OF
GENERAL COLLABORATIVE RESEARCH CON-
SORTIA.—Section 41 is amended—

(1) by striking ‘‘an energy research consor-
tium” in subsections (a)(3) and (b)(3)(C)(i)
and inserting ‘‘a research consortium’’,

(2) by striking ‘‘energy’’ each place it ap-
pears in subsection (f)(6)(A),

(3) by inserting ‘‘or 501(c)(6)’’ after ‘‘section
501(c)(3)”’ in subsection ()(6)(A)(1)(I), and

(4) by striking ‘“ENERGY RESEARCH’’ in the
heading for subsection (f)(6)(A) and inserting
“RESEARCH’’.

(e) EFFECTIVE DATE.—The amendments
made by this section shall apply to taxable
years ending after December 31, 2005.

SEC. 215. WORK OPPORTUNITY TAX CREDIT AND
WELFARE-TO-WORK CREDIT.

(a) IN GENERAL.—Section 51(c)(4)(B) is
amended by striking ‘2005 and inserting
£€2006°°.

(b) ELIGIBILITY OF EX-FELONS DETERMINED
WITHOUT REGARD TO FAMILY INCOME.—Para-
graph (4) of section 51(d) is amended by add-
ing ‘“‘and’ at the end of subparagraph (A), by
striking *‘, and” at the end of subparagraph
(B) and inserting a period, and by striking
all that follows subparagraph (B).

(c) INCREASE IN MAXIMUM AGE FOR ELIGI-
BILITY OF FOOD STAMP RECIPIENTS.—Clause
(i) of section 51(d)(8)(A) is amended by strik-
ing ‘256 and inserting ‘‘40”’.

(d) INCREASE IN MAXIMUM AGE FOR DES-
IGNATED COMMUNITY RESIDENTS.—

(1) IN GENERAL.—Paragraph (5) of section
51(d) is amended to read as follows:

*“(5) DESIGNATED COMMUNITY RESIDENTS.—

‘““(A) IN GENERAL.—The term ‘designated
community resident’ means any individual
who is certified by the designated local agen-
cy—

‘(i) as having attained age 18 but not age
40 on the hiring date, and

‘“(ii) as having his principal place of abode
within an empowerment zone, enterprise
community, or renewal community.

‘(B) INDIVIDUAL MUST CONTINUE TO RESIDE
IN ZONE OR COMMUNITY.—In the case of a des-
ignated community vresident, the term
‘qualified wages’ shall not include wages
paid or incurred for services performed while
the individual’s principal place of abode is
outside an empowerment zone, enterprise
community, or renewal community.”’

(2) CONFORMING AMENDMENT.—Subpara-
graph (D) of section 51(d)(1) is amended to
read as follows:

‘(D) a designated community resident,”.

(e) CONSOLIDATION OF WORK OPPORTUNITY
CREDIT WITH WELFARE-TO-WORK CREDIT.—

(1) IN GENERAL.—Paragraph (1) of section
51(d) is amended by striking ‘‘or’’ at the end
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of subparagraph (G), by striking the period
at the end of subparagraph (H) and inserting
“, or”’, and by adding at the end the fol-
lowing new subparagraph:

“(ID a long-term family assistance recipi-
ent.”

(2) LONG-TERM FAMILY ASSISTANCE RECIPI-
ENT.—Subsection (d) of section 51 is amended
by redesignating paragraphs (10) through (12)
as paragraphs (11) through (13), respectively,
and by inserting after paragraph (9) the fol-
lowing new paragraph:

¢“(10) LONG-TERM FAMILY ASSISTANCE RECIPI-
ENT.—The term ‘long-term family assistance
recipient’ means any individual who is cer-
tified by the designated local agency—

““(A) as being a member of a family receiv-
ing assistance under a IV-A program (as de-
fined in paragraph (2)(B)) for at least the 18-
month period ending on the hiring date,

“(B)(1) as being a member of a family re-
ceiving such assistance for 18 months begin-
ning after August 5, 1997, and

‘‘(ii) as having a hiring date which is not
more than 2 years after the end of the ear-
liest such 18-month period, or

“(C)i) as being a member of a family
which ceased to be eligible for such assist-
ance by reason of any limitation imposed by
Federal or State law on the maximum period
such assistance is payable to a family, and

‘(i) as having a hiring date which is not
more than 2 years after the date of such ces-
sation.”

(3) INCREASED CREDIT FOR EMPLOYMENT OF
LONG-TERM FAMILY ASSISTANCE RECIPIENTS.—
Section 51 is amended by inserting after sub-
section (d) the following new subsection:

‘‘(e) CREDIT FOR SECOND-YEAR WAGES FOR
EMPLOYMENT OF LONG-TERM FAMILY ASSIST-
ANCE RECIPIENTS.—

‘(1) IN GENERAL.—With respect to the em-
ployment of a long-term family assistance
recipient—

‘“(A) the amount of the work opportunity
credit determined under this section for the
taxable year shall include 50 percent of the
qualified second-year wages for such year,
and

‘“(B) in lieu of applying subsection (b)(3),
the amount of the qualified first-year wages,
and the amount of qualified second-year
wages, which may be taken into account
with respect to such a recipient shall not ex-
ceed $10,000 per year.

‘(2) QUALIFIED SECOND-YEAR WAGES.—For
purposes of this subsection, the term ‘quali-
fied second-year wages’ means qualified
wages—

‘“(A) which are paid to a long-term family
assistance recipient, and

‘“(B) which are attributable to service ren-
dered during the 1l-year period beginning on
the day after the last day of the l-year pe-
riod with respect to such recipient deter-
mined under subsection (b)(2).

¢(3) SPECIAL RULES FOR AGRICULTURAL AND
RAILWAY LABOR.—If such recipient is an em-
ployee to whom subparagraph (A) or (B) of
subsection (h)(1) applies, rules similar to the
rules of such subparagraphs shall apply ex-
cept that—

“‘(A) such subparagraph (A) shall be applied
by substituting ‘$10,000° for ‘$6,000’, and

‘(B) such subparagraph (B) shall be applied
by substituting ‘$833.33° for ‘$500°."’

(4) REPEAL OF SEPARATE WELFARE-TO-WORK
CREDIT.—

(A) IN GENERAL.—Section 51A is hereby re-
pealed.

(B) CLERICAL AMENDMENT.—The table of
sections for subpart F of part IV of sub-
chapter A of chapter 1 is amended by strik-
ing the item relating to section 51A.

(f) EFFECTIVE DATE.—The amendments
made by this section shall apply to individ-
uals who begin work for the employer after
December 31, 2005.
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SEC. 216. QUALIFIED ZONE ACADEMY BONDS.

(a) IN GENERAL.—Paragraph (1) of section
1397E(e) is amended by striking ‘‘and 2005
and inserting ‘2005, and 2006°".

(b) FORM OF PRIVATE BUSINESS CONTRIBU-
TIONS.—Section 1397E(d)(2)(B) is amended by
striking ‘‘any contribution’’ and all that fol-
lows and inserting ‘‘any cash or cash equiva-
lent contribution’.

(c) SPECIAL RULES RELATING TO AMORTIZA-
TION, EXPENDITURES, ARBITRAGE, AND RE-
PORTING.—

(1) IN GENERAL.—Section 1397E is amend-
ed—

(A) in subsection (d)(1), by striking ‘“‘and”’
at the end of subparagraph (C)(iii), by strik-
ing the period at the end of subparagraph (D)
and inserting ‘‘, and”’, and by adding at the
end the following new subparagraph:

‘“(E) the issue meets the requirements of
subsections (f), (g), (h), and (i).”’, and

(B) by redesignating subsections (f), (g),
(h), and (i) as subsection (j), (k), (1), and (m),
respectively, and by inserting after sub-
section (e) the following new subsections:

“(f) RATABLE PRINCIPAL AMORTIZATION RE-
QUIRED.—An issue shall be treated as meet-
ing the requirements of this subsection if
such issue provides for an equal amount of
principal to be paid by the issuer during each
calendar year that the issue is outstanding.

“‘(g) SPECIAL RULES RELATING TO EXPENDI-
TURES.—

‘(1) IN GENERAL.—An issue shall be treated
as meeting the requirements of this sub-
section if, as of the date of issuance, the
issuer reasonably expects—

‘““(A) at least 95 percent of the proceeds
from the sale of the issue are to be spent for
1 or more qualified purposes with respect to
qualified zone academies within the 5-year
period beginning on the date of issuance of
the qualified zone academy bond,

‘(B) a binding commitment with a third
party to spend at least 10 percent of the pro-
ceeds from the sale of the issue will be in-
curred within the 6-month period beginning
on the date of issuance of the qualified zone
academy bond, and

‘“(C) such purposes will be completed with
due diligence and the proceeds from the sale
of the issue will be spent with due diligence.

‘(2) EXTENSION OF PERIOD.—Upon submis-
sion of a request prior to the expiration of
the period described in paragraph (1)(A), the
Secretary may extend such period if the
issuer establishes that the failure to satisfy
the 5-year requirement is due to reasonable
cause and the related purposes will continue
to proceed with due diligence.

¢“(3) FAILURE TO SPEND REQUIRED AMOUNT OF
BOND PROCEEDS WITHIN 5 YEARS.—To the ex-
tent that less than 95 percent of the proceeds
of such issue are expended by the close of the
b-year period beginning on the date of
issuance (or if an extension has been ob-
tained under paragraph (2), by the close of
the extended period), the issuer shall redeem
all of the nonqualified bonds within 90 days
after the end of such period. For purposes of
this paragraph, the amount of the non-
qualified bonds required to be redeemed shall
be determined in the same manner as under
section 142.

“(h) SPECIAL RULES RELATING TO ARBI-
TRAGE.—AnD issue shall be treated as meeting
the requirements of this subsection if the
issuer satisfies the arbitrage requirements of
section 148 with respect to proceeds of the
issue.

‘(i) REPORTING.—Issuers of qualified acad-
emy zone bonds shall submit reports similar
to the reports required under section
149(e).”.

(2) CONFORMING AMENDMENTS.—

(A) Section 1397E(d)(3) is amended by in-
serting ‘‘without regard to the requirements
of subsection (f) and” after ‘“‘Such present
value shall be determined’’.
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(B) Section 54(1)(3)(B) is amended by strik-
ing ‘“‘section 1397E(i)”’ and inserting ‘‘section
1397E(1)”.

(d) EFFECTIVE DATE.—The amendments
made by this section shall apply to obliga-
tions issued after December 31, 2005.

SEC. 217. DEDUCTION FOR CORPORATE DONA-
TIONS OF COMPUTER TECHNOLOGY
AND EQUIPMENT.

Section 170(e)(6)(G) is amended by striking
¢“2005°’ and inserting ‘‘2006°°.

SEC. 218. ABOVE-THE-LINE DEDUCTION FOR CER-
TAIN EXPENSES OF ELEMENTARY
AND SECONDARY SCHOOL TEACH-
ERS.

Subparagraph (D) of section 62(a)(2) is
amended by striking ‘‘or 2005’ and inserting
2005, or 2006”°.

SEC. 219. EXPENSING OF BROWNFIELDS REMEDI-
ATION COSTS.

(a) EXTENSION.—Subsection (h) of section
198 is amended by striking ‘2005’ and insert-
ing €2006”".

(b) EXPANSION.—

(1) IN GENERAL.—Section 198(d)(1) (defining
hazardous substance) is amended by striking
“and” at the end of subparagraph (A), by
striking the period at the end of subpara-
graph (B) and inserting ‘‘, and”’, and by add-
ing at the end the following new subpara-
graph:

‘(C) any petroleum product (as defined in
section 4612(a)(3)).”".

(2) EFFECTIVE DATE.—The amendments
made by this subsection shall apply to ex-
penditures paid or incurred after December
31, 2005.

SEC. 220. TAX INCENTIVES FOR INVESTMENT IN
THE DISTRICT OF COLUMBIA.

(a) DESIGNATION OF ZONE.—Subsection (f) of
section 1400 is amended by striking <2005’
both places it appears and inserting ‘‘2006’.

(b) TAX-EXEMPT ECONOMIC DEVELOPMENT
BoNDs.—Subsection (b) of section 1400A is
amended by striking ‘2005’ and inserting
<2006,

(¢) ZERO PERCENT CAPITAL GAINS RATE.—

(1) IN GENERAL.—Subsection (b) of section
1400B is amended by striking 2006’ each
place it appears and inserting ¢‘2007.

(2) CONFORMING AMENDMENTS.—

(A) Section 1400B(e)(2) is amended—

(i) by striking ‘2010’ and inserting 2011’’,
and

(ii) by striking ‘2010’ in the heading and
inserting ‘‘2011”°.

(B) Section 1400B(g)(2) is amended by strik-
ing ‘2010’ and inserting ‘‘2011°".

(C) Section 1400F(d) is amended by striking
¢2010” and inserting ‘‘2011”’.

(d) FIRST-TIME HOMEBUYER CREDIT.—Sub-
section (i) of section 1400C is amended by
striking ‘2006’ and inserting ‘‘2007’.

SEC. 221. INDIAN EMPLOYMENT TAX CREDIT.

Section 45A(f) is amended by striking
¢“2005”’ and inserting ‘‘2006°.

SEC. 222. ACCELERATED DEPRECIATION FOR
BUSINESS PROPERTY ON INDIAN
RESERVATION.

Section 168(j)(8) is amended by striking
‘2005’ and inserting ‘‘2006”’.

SEC. 223. FIFTEEN-YEAR STRAIGHT-LINE COST
RECOVERY FOR QUALIFIED LEASE-
HOLD IMPROVEMENTS AND QUALI-
FIED RESTAURANT IMPROVEMENTS.

Clauses (iv) and (v) of section 168(e)(3)(E)
are each amended by striking ‘2006’ and in-
serting ‘“2007"’.

SEC. 224. EXTENSION OF FULL CREDIT FOR
QUALIFIED ELECTRIC VEHICLES.

(a) IN GENERAL.—Section 30(b) (relating to
limitations) is amended by striking para-
graph (2) and by redesignating paragraph (3)
as paragraph (2).

(b) EFFECTIVE DATE.—The amendments
made by subsection (a) shall apply to taxable
years beginning after December 31, 2005.
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Subtitle C—Application of EGTRRA Sunset

SEC. 231. APPLICATION OF EGTRRA SUNSET TO
THIS TITLE.

Each amendment made by this title shall
be subject to title IX of the Economic
Growth and Tax Relief Reconciliation Act of
2001 to the same extent and in the same man-
ner as the provision of such Act to which
such amendment relates.

TITLE III—PROVISIONS RELATING TO

CHARITABLE DONATIONS

Subtitle A—Charitable Giving Incentives

SEC. 301. CHARITABLE DEDUCTION FOR NON-
ITEMIZERS.

(a) IN GENERAL.—Section 170 (relating to
charitable, etc., contributions and gifts) is
amended by redesignating subsection (o) as
subsection (p) and by inserting after sub-
section (n) the following new subsection:

‘(o) DEDUCTION FOR INDIVIDUALS NOT
ITEMIZING DEDUCTIONS.—In the case of an in-
dividual who does not itemize deductions for
any taxable year beginning after December
31, 2005, and before January 1, 2008, there
shall be taken into account as a direct chari-
table deduction under section 63 an amount
equal to the amount allowable under sub-
section (a) for the taxable year for cash con-
tributions (determined without regard to
any carryover).”’.

(b) DIRECT CHARITABLE DEDUCTION.—

(1) IN GENERAL.—Subsection (b) of section
63 (defining taxable income) is amended by
striking ‘“‘and” at the end of paragraph (1),
by striking the period at the end of para-
graph (2) and inserting ¢, and”’, and by add-
ing at the end the following new paragraph:

““(3) the direct charitable deduction.”.

(2) DEFINITION.—Section 63 is amended by
redesignating subsection (g) as subsection
(h) and by inserting after subsection (f) the
following new subsection:

‘(g) DIRECT CHARITABLE DEDUCTION.—For
purposes of this section, the term ‘direct
charitable deduction’ means that portion of
the amount allowable under section 170(a)
which is taken as a direct charitable deduc-
tion for the taxable year under section
170(0).”".

(3) CONFORMING AMENDMENT.—Subsection
(d) of section 63 is amended by striking
“and” at the end of paragraph (1), by strik-
ing the period at the end of paragraph (2) and
inserting ‘‘, and”’, and by adding at the end
the following new paragraph:

‘“(3) the direct charitable deduction.”.

(¢) FLOOR ON CHARITABLE CONTRIBUTIONS BY
INDIVIDUALS.—Section 170(a) is amended by
adding at the end the following new para-
graph:

‘(4) DOLLAR FLOOR ON CHARITABLE CON-
TRIBUTIONS BY INDIVIDUALS.—In the case of
an individual, the charitable contributions of
the taxpayer for any taxable year shall be
taken into account for purposes of deter-
mining the deduction under paragraph (1)
only to the extent that the aggregate of such
contributions exceeds $210 ($420 in the case of
a joint return).”.

(d) EFFECTIVE DATE.—The amendments
made by this section shall apply to contribu-
tions made in taxable years beginning after
December 31, 2005.

SEC. 302. TAX-FREE DISTRIBUTIONS FROM INDI-
VIDUAL RETIREMENT PLANS FOR
CHARITABLE PURPOSES.

(a) IN GENERAL.—Subsection (d) of section
408 (relating to individual retirement ac-
counts) is amended by adding at the end the
following new paragraph:

¢“(8) DISTRIBUTIONS FOR CHARITABLE PUR-
POSES.—

‘“(A) IN GENERAL.—No amount shall be in-
cludible in gross income by reason of a quali-
fied charitable distribution.

‘(B) QUALIFIED CHARITABLE DISTRIBUTION.—
For purposes of this paragraph, the term
‘qualified charitable distribution’ means any
distribution from an individual retirement
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plan (other than a plan described in sub-
section (k) or (p) of section 408)—

‘(i) which is made on or after the date that
the individual for whose benefit the plan is
maintained has attained age 70%, and

‘(i) which is made directly by the trust-
ee—

‘“(I) to an organization described in section
170(c), or

‘“(IT) to a split-interest entity.

A distribution shall be treated as a qualified
charitable distribution only to the extent
that the distribution would be includible in
gross income without regard to subpara-
graph (A) and, in the case of a distribution to
a split-interest entity, only if no person
holds an income interest in the amounts in
the split-interest entity attributable to such
distribution other than one or more of the
following: the individual for whose benefit
such plan is maintained, the spouse of such
individual, or any organization described in
section 170(c).

¢“(C) CONTRIBUTIONS MUST BE OTHERWISE DE-
DUCTIBLE.—For purposes of this paragraph—

‘(1) DIRECT CONTRIBUTIONS.—A distribution
to an organization described in section 170(c)
shall be treated as a qualified charitable dis-
tribution only if a deduction for the entire
distribution would be allowable under sec-
tion 170 (determined without regard to sub-
sections (a)(4) and (b) thereof and this para-
graph).

“(i1) SPLIT-INTEREST GIFTS.—A distribution
to a split-interest entity shall be treated as
a qualified charitable distribution only if a
deduction for the entire value of the interest
in the distribution for the use of an organiza-
tion described in section 170(c) would be al-
lowable under section 170 (determined with-
out regard to subsections (a)(4) and (b) there-
of and this paragraph).

‘(D) APPLICATION OF SECTION 72.—Notwith-
standing section 72, in determining the ex-
tent to which a distribution is a qualified
charitable distribution, the entire amount of
the distribution shall be treated as includ-
ible in gross income without regard to sub-
paragraph (A) to the extent that such
amount does not exceed the aggregate
amount which would have been so includible
if all amounts distributed from all individual
retirement plans were treated as 1 contract
under paragraph (2)(A) for purposes of deter-
mining the inclusion of such distribution
under section 72. Proper adjustments shall be
made in applying section 72 to other dis-
tributions in such taxable year and subse-
quent taxable years.

‘“(E) SPECIAL RULES FOR SPLIT-INTEREST EN-
TITIES.—

‘“(i) CHARITABLE REMAINDER TRUSTS.—Not-
withstanding section 664(b), distributions
made from a trust described in subparagraph
(G)(1) shall be treated as ordinary income in
the hands of the beneficiary to whom is paid
the annuity described in section 664(d)(1)(A)
or the payment described in section
664(d)(2)(A).

‘(i) POOLED INCOME FUNDS.—No amount
shall be includible in the gross income of a
pooled income fund (as defined in subpara-
graph (G)(ii)) by reason of a qualified chari-
table distribution to such fund, and all dis-
tributions from the fund which are attrib-
utable to qualified charitable distributions
shall be treated as ordinary income to the
beneficiary.

¢‘(iii) CHARITABLE GIFT ANNUITIES.—Quali-
fied charitable distributions made for a char-
itable gift annuity shall not be treated as an
investment in the contract.

‘(F) DENIAL OF DEDUCTION.—Qualified char-
itable distributions shall not be taken into
account in determining the deduction under
section 170.
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“(G) SPLIT-INTEREST ENTITY DEFINED.—For
purposes of this paragraph, the term °‘split-
interest entity’ means—

‘(i) a charitable remainder annuity trust
or a charitable remainder unitrust (as such
terms are defined in section 664(d)) which
must be funded exclusively by qualified char-
itable distributions,

‘“(ii) a pooled income fund (as defined in
section 642(c)(5)), but only if the fund ac-
counts separately for amounts attributable
to qualified charitable distributions, and

‘“(iii) a charitable gift annuity (as defined
in section 501(m)(5)).”".

(b) MODIFICATIONS RELATING TO INFORMA-
TION RETURNS BY CERTAIN TRUSTS.—

(1) RETURNS.—Section 6034 (relating to re-
turns by trusts described in section 4947(a)(2)
or claiming charitable deductions under sec-
tion 642(c)) is amended to read as follows:

“SEC. 6034. RETURNS BY CERTAIN TRUSTS.

‘“(a) SPLIT-INTEREST TRUSTS.—Every trust
described in section 4947(a)(2) shall furnish
such information with respect to the taxable
year as the Secretary may by forms or regu-
lations require.

““(b) TRUSTS CLAIMING CERTAIN CHARITABLE
DEDUCTIONS.—

‘(1) IN GENERAL.—Every trust not required
to file a return under subsection (a) but
claiming a deduction under section 642(c) for
the taxable year shall furnish such informa-
tion with respect to such taxable year as the
Secretary may by forms or regulations pre-
scribe, including—

“(A) the amount of the deduction taken
under section 642(c) within such year,

‘(B) the amount paid out within such year
which represents amounts for which deduc-
tions under section 642(c) have been taken in
prior years,

‘(C) the amount for which such deductions
have been taken in prior years but which has
not been paid out at the beginning of such
year,

‘(D) the amount paid out of principal in
the current and prior years for the purposes
described in section 642(c),

“(E) the total income of the trust within
such year and the expenses attributable
thereto, and

‘“(F') a balance sheet showing the assets, li-
abilities, and net worth of the trust as of the
beginning of such year.

‘(2) EXCEPTIONS.—Paragraph (1) shall not
apply to a trust for any taxable year if—

““(A) all the net income for such year, de-
termined under the applicable principles of
the law of trusts, is required to be distrib-
uted currently to the beneficiaries, or

‘“(B) the trust is described in section
4947(a)(1).”.

(2) INCREASE IN PENALTY RELATING TO FIL-
ING OF INFORMATION RETURN BY SPLIT-INTER-
EST TRUSTS.—Paragraph (2) of section 6652(c)
(relating to returns by exempt organizations
and by certain trusts) is amended by adding
at the end the following new subparagraph:

‘(C) SPLIT-INTEREST TRUSTS.—In the case
of a trust which is required to file a return
under section 6034(a), subparagraphs (A) and
(B) of this paragraph shall not apply and
paragraph (1) shall apply in the same manner
as if such return were required under section
6033, except that—

‘(i) the 5 percent limitation in the second
sentence of paragraph (1)(A) shall not apply,

‘“(ii) in the case of any trust with gross in-
come in excess of $250,000, the first sentence
of paragraph (1)(A) shall be applied by sub-
stituting ‘$100° for ‘$20°, and the second sen-
tence thereof shall be applied by substituting
‘$50,000" for ‘$10,000°, and

‘‘(iii) the third sentence of paragraph (1)(A)
shall be disregarded.

In addition to any penalty imposed on the
trust pursuant to this subparagraph, if the
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person required to file such return know-
ingly fails to file the return, such penalty
shall also be imposed on such person who
shall be personally liable for such penalty.”.

(3) CONFIDENTIALITY OF NONCHARITABLE
BENEFICIARIES.—Subsection (b) of section
6104 (relating to inspection of annual infor-
mation returns) is amended by adding at the
end the following new sentence: ‘‘In the case
of a trust which is required to file a return
under section 6034(a), this subsection shall
not apply to information regarding bene-
ficiaries which are not organizations de-
scribed in section 170(c).”.

(¢) EFFECTIVE DATES.—

(1) SUBSECTION (a).—The amendment made
by subsection (a) shall apply to distributions
made in taxable years beginning after De-
cember 31, 2005, and before January 1, 2008.

(2) SUBSECTION (b).—The amendments made
by subsection (b) shall apply to returns for
taxable years beginning after December 31,
2005.

SEC. 303. MODIFICATION OF CHARITABLE DE-
DUCTION FOR CONTRIBUTIONS OF
FOOD INVENTORY.

(a) IN GENERAL.—Subparagraph (C) of sec-
tion 170(e)(3) (relating to special rule for cer-
tain contributions of inventory and other
property), as added by section 305 of the
Katrina Emergency Tax Relief Act of 2005, is
amended to read as follows:

¢(C) SPECIAL RULE FOR CONTRIBUTIONS OF
FOOD INVENTORY.—

‘(i) GENERAL RULE.—In the case of a chari-
table contribution of food from any trade or
business of the taxpayer, this paragraph
shall be applied—

“(I) without regard to whether the con-
tribution is made by a C corporation, and

‘“(IT) only to food that is apparently whole-
some food.

‘‘(ii) LIMITATION.—In the case of a taxpayer
other than a C corporation, the aggregate
amount of such contributions for any tax-
able year which may be taken into account
under this section shall not exceed 10 percent
of the taxpayer’s aggregate net income for
such taxable year from all trades or busi-
nesses from which such contributions were
made for such year, computed without re-
gard to this section.

¢“(iii) LIMITATION ON REDUCTION.—In the
case of any such contribution, notwith-
standing subparagraph (B), the amount of
the reduction determined under paragraph
(1)(A) shall not exceed the amount by which
the fair market value of the apparently
wholesome food exceeds twice the basis of
such food.

“(iv) DETERMINATION OF BASIS.—If a tax-
payer—

‘“(I) does not account for inventories under
section 471, and

“(IT) is not required to capitalize indirect
costs under section 263A,

the taxpayer may elect, solely for purposes
of subparagraph (B), to treat the basis of any
apparently wholesome food as being equal to
25 percent of the fair market value of such
food.

“(v) DETERMINATION OF FAIR MARKET
VALUE.—In the case of any such contribution
of apparently wholesome food which, solely
by reason of internal standards of the tax-
payer or lack of market, cannot or will not
be sold, the fair market value of such con-
tribution shall be determined—

“(I) without regard to such internal stand-
ards or such lack of market and

‘“(II) by taking into account the price at
which the same or substantially the same
food items (as to both type and quality) are
sold by the taxpayer at the time of the con-
tribution (or, if not so sold at such time, in
the recent past).

“(vi) APPARENTLY WHOLESOME FOOD.—For
purposes of this subparagraph, the term ‘ap-
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parently wholesome food’ has the meaning
given to such term by section 22(b)(2) of the
Bill Emerson Good Samaritan Food Dona-
tion Act (42 U.S.C. 1791(b)(2)), as in effect on
the date of the enactment of this subpara-
graph.”.

(b) EFFECTIVE DATE.—The amendment
made by this section shall apply to contribu-
tions made in taxable years beginning after
December 31, 2005, and before January 1, 2008.
SEC. 304. BASIS ADJUSTMENT TO STOCK OF S

CORPORATION CONTRIBUTING
PROPERTY.

(a) IN GENERAL.—Paragraph (2) of section
1367(a) (relating to adjustments to basis of
stock of shareholders, etc.) is amended by
adding at the end the following new flush
sentence:

“The decrease under subparagraph (B) by
reason of a charitable contribution (as de-
fined in section 170(c)) of property shall be
the amount equal to the shareholder’s pro
rata share of the adjusted basis of such prop-
erty.”.

(b) EFFECTIVE DATE.—The amendment
made by this section shall apply to contribu-
tions made in taxable years beginning after
December 31, 2005, and before January 1, 2008.
SEC. 305. MODIFICATION OF CHARITABLE DE-

DUCTION FOR CONTRIBUTIONS OF
BOOK INVENTORY.

(a) IN GENERAL.—Subparagraph (D) of sec-
tion 170(e)(3) (relating to special rule for cer-
tain contributions of inventory and other
property), as added by section 305 of the
Katrina Emergency Tax Relief Act of 2005, is
amended to read as follows:

‘(D) SPECIAL RULE FOR CONTRIBUTIONS OF
BOOK INVENTORY FOR EDUCATIONAL PUR-
POSES.—

‘(1) CONTRIBUTIONS OF BOOK INVENTORY.—In
determining whether a qualified book con-
tribution is a qualified contribution, sub-
paragraph (A) shall be applied without re-
gard to whether—

‘“(I) the donee is an organization described
in the matter preceding clause (i) of subpara-
graph (A), and

“(II) the property is to be used by the
donee solely for the care of the ill, the needy,
or infants.

‘“(ii) AMOUNT OF REDUCTION.—Notwith-
standing subparagraph (B), the amount of
the reduction determined under paragraph
(1)(A) shall not exceed the amount by which
the fair market value of the contributed
property (as determined by the taxpayer
using a bona fide published market price for
such book) exceeds twice the basis of such
property.

¢‘(iii) QUALIFIED BOOK CONTRIBUTION.—For
purposes of this paragraph, the term ‘quali-
fied book contribution’ means a charitable
contribution of books, but only if the re-
quirements of clauses (iv) and (v) are met.

‘‘(iv) IDENTITY OF DONEE.—The requirement
of this clause is met if the contribution is to
an organization—

‘“(I) described in subclause (I) or (III) of
paragraph (6)(B)(i), or

‘“(IT) described in section 501(c)(3) and ex-
empt from tax under section 501(a) (other
than a private foundation, as defined in sec-
tion 509(a), which is not an operating founda-
tion, as defined in section 4942(j)(3)), which is
organized primarily to make books available
to the general public at no cost or to operate
a literacy program.

‘‘(v) CERTIFICATION BY DONEE.—The require-
ment of this clause is met if, in addition to
the certifications required by subparagraph
(A) (as modified by this subparagraph), the
donee certifies in writing that—

‘“(I) the books are suitable, in terms of cur-
rency, content, and quantity, for use in the
donee’s educational programs, and

‘“(II) the donee will use the books in its
educational programs.
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‘‘(vi) BONA FIDE PUBLISHED MARKET PRICE.—
For purposes of this subparagraph, the term
‘bona fide published market price’ means,
with respect to any book, a price—

““(I) determined using the same printing
and edition,

“(II) determined in the usual market in
which such a book has been customarily sold
by the taxpayer, and

“(ITII) for which the taxpayer can dem-
onstrate to the satisfaction of the Secretary
that the taxpayer customarily sold such
books in arm’s length transactions within 7
years preceding the contribution of such a
book.”.

(b) EFFECTIVE DATE.—The amendment
made by this section shall apply to contribu-
tions made in taxable years beginning after
December 31, 2005, and before January 1, 2008.
SEC. 306. MODIFICATION OF TAX TREATMENT OF

CERTAIN PAYMENTS TO CONTROL-
LING EXEMPT ORGANIZATIONS AND
PUBLIC DISCLOSURE OF INFORMA-
TION RELATING TO UNRELATED
BUSINESS INCOME.

(a) MODIFICATION OF SECTION 512(B)(13).—

(1) IN GENERAL.—Paragraph (13) of section
512(b) (relating to special rules for certain
amounts received from controlled entities) is
amended by redesignating subparagraph (E)
as subparagraph (F) and by inserting after
subparagraph (D) the following new subpara-
graph:

‘“(E) PARAGRAPH TO APPLY ONLY TO EXCESS
PAYMENTS.—

‘(i) IN GENERAL.—Subparagraph (A) shall
apply only to the portion of a specified pay-
ment received or accrued by the controlling
organization that exceeds the amount which
would have been paid or accrued if such pay-
ment met the requirements prescribed under
section 482.

‘“(ii) ADDITION TO TAX FOR VALUATION
MISSTATEMENTS.—The tax imposed by this
chapter on the controlling organization shall
be increased by an amount equal to 20 per-
cent of the larger of—

“(I) such excess determined without regard
to any amendment or supplement to a return
of tax, or

‘“(IT) such excess determined with regard to
all such amendments and supplements.”.

(2) EFFECTIVE DATE.—

(A) IN GENERAL.—The amendment made by
this subsection shall apply to payments re-
ceived or accrued after December 31, 2000.

(B) PAYMENTS SUBJECT TO BINDING CON-
TRACT TRANSITION RULE.—If the amendments
made by section 1041 of the Taxpayer Relief
Act of 1997 did not apply to any amount re-
ceived or accrued in the first 2 taxable years
beginning on or after the date of the enact-
ment of the Taxpayer Relief Act of 1997
under any contract described in subsection
(b)(2) of such section, such amendments also
shall not apply to amounts received or ac-
crued under such contract before January 1,
2001.

(b) PUBLIC AVAILABILITY OF UNRELATED
BUSINESS INCOME TAX RETURNS.—

(1) IN GENERAL.—Subparagraph (A) of sec-
tion 6104(d)(1) is amended by redesignating
clauses (ii) and (iii) as clauses (iii) and (iv),
respectively, and by inserting after clause (i)
the following new clause:

‘(i) any annual return filed under section
6011 which relates to any tax imposed by sec-
tion 511 (relating to imposition of tax on un-
related business income of charitable, etc.,
organizations) by such organization,”.

(2) EFFECTIVE DATE.—The amendments
made by this subsection shall apply to re-
turns filed after the date of the enactment of
this Act.

(¢) CERTIFICATION OF UNRELATED BUSINESS
TAXABLE INCOME FOR CERTAIN ORGANIZA-
TIONS.—
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(1) IN GENERAL.—Section 6011, as amended
by section 311 of this Act, is amended by re-
designating subsection (h) as subsection (i)
and by inserting after subsection (g) the fol-
lowing new subsection:

“(h) RETURNS OF CERTAIN ORGANIZATIONS
RELATING TO UNRELATED BUSINESS TAXABLE
INCOME.—

‘(1) IN GENERAL.—Every applicable exempt
organization shall include with the return
under subsection (a) for the taxable year a
statement by an independent auditor or an
independent counsel which meets the re-
quirements of paragraph (2).

‘(2) STATEMENT.—A statement meets the
requirement of this paragraph if the state-
ment—

‘“(A) contains a certification that—

‘(i) the information contained in the re-
turn—

“(I) has been reviewed by the auditor or
counsel, and

““(IT) to the best of the auditor’s or coun-
sel’s knowledge, is accurate, and

‘‘(ii) to the best of the auditor’s or coun-
sel’s knowledge, the allocation of expenses
between the unrelated trades and business of
the organization and the activities related to
the purpose or function constituting the
basis of the organization’s exemption under
section 501 complies with the requirements
set forth by the Secretary under section 512,
and

‘(B) indicates—

‘(i) whether the auditor or counsel has
provided a tax opinion to the organization
regarding—

““(I) the classification of any trade or busi-
ness of the organization as an unrelated
trade or business, or

‘“(IT) the treatment of any income as unre-
lated business taxable income, and

‘‘(ii) a description of any material facts
with respect to any such opinion.

“(3) APPLICABLE EXEMPT ORGANIZATION.—
For purposes of this subsection, the term
‘applicable exempt organization’ means any
organization which—

“‘(A) is described in section 501(c)(3),

“(B) has—

‘(i) gross income and receipts of not less
than $10,000,000 for the taxable year, or

‘“(ii) gross assets of not less than $10,000,000
on the last day of the taxable year, and

‘(C) is subject to the tax imposed under
section 511 for the taxable year.”.

(2) PENALTY.—

(A) IN GENERAL.—Part I of subchapter B of
chapter 68 (relating to assessable penalties),
as amended by section 316 of this Act, is
amended by adding at the end the following
new section:

“SEC. 6720C. UNRELATED BUSINESS INCOME RE-
QUIREMENTS.

‘‘(a) IN GENERAL.—Any applicable exempt
organization (as defined in section 6011(h)(3))
which fails to file a statement required
under section 6011(h) shall pay a penalty in
an amount equal to Y2 percent of the gross
revenue amount of such organization for the
taxable year to which such statement re-
lates.

“(b) GROSS REVENUE AMOUNT.—For pur-
poses of subsection (a), the term ‘gross rev-
enue amount’ means, with respect to any
taxable year, the gross income and receipts
of the organization determined without re-
gard to any contributions or grants received
by the organization.

‘‘(c) REASONABLE CAUSE.—No penalty shall
be imposed under this section with respect to
any failure if it is shown that such failure is
due to reasonable cause.”.

(B) CONFORMING AMENDMENT.—The table of
sections of part I of subchapter B of chapter
68, as amended by section 316 of this Act, is
amended by adding after the item relating to
section 6720B the following new item:
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‘“‘Sec. 6720C. Unrelated business income re-
quirements.”’.

(3) EFFECTIVE DATE.—The amendments
made by this subsection shall apply to re-
turns for taxable years beginning after the
date of the enactment of this Act.

SEC. 307. ENCOURAGEMENT OF CONTRIBUTIONS
OF CAPITAL GAIN REAL PROPERTY
MADE FOR CONSERVATION PUR-
POSES.

(a) IN GENERAL.—

(1) INDIVIDUALS.—Paragraph (1) of sub-
section 170(b) (relating to percentage limita-
tions) is amended by redesignating subpara-
graphs (E) and (F) as subparagraphs (F) and
(G), respectively, and by inserting after sub-
paragraph (D) the following new subpara-
graph:

‘‘(E) CONTRIBUTIONS OF QUALIFIED CON-
SERVATION CONTRIBUTIONS.—

‘(i) IN GENERAL.—Any qualified conserva-
tion contribution (as defined in subsection
(h)(1)) to an organization described in sub-
paragraph (A) shall be allowed to the extent
the aggregate of such contributions does not
exceed the excess of 50 percent of the tax-
payer’s contribution base over the amount of
all other charitable contributions allowable
under this paragraph.

‘“(ii) CARRYOVER.—If the aggregate amount
of contributions described in clause (i) ex-
ceeds the limitation of clause (i), such excess
shall be treated (in a manner consistent with
the rules of subsection (d)(1)) as a charitable
contribution to which clause (i) applies in
each of the 15 succeeding years in order of
time.

¢“(iii) COORDINATION WITH OTHER SUBPARA-
GRAPHS.—For purposes of applying this sub-
section and subsection (d)(1), contributions
described in clause (i) shall not be treated as
described in subparagraph (A), (B), (C), or
(D).

“(iv) QUALIFIED FARMER OR RANCHER.—

‘(I) IN GENERAL.—If the individual is a
qualified farmer or rancher for the taxable
year in which the contribution is made,
clause (i) shall be applied by substituting ‘100
percent’ for ‘60 percent’.

‘(II) DEFINITION.—For purposes of sub-
clause (I), the term ‘qualified farmer or
rancher’ means a taxpayer whose gross in-
come from the trade or business of farming
(within the meaning of section 2032A(e)(5)) is
greater than 50 percent of the taxpayer’s
gross income for the taxable year.”.

(2) CORPORATIONS.—Paragraph (2) of sec-
tion 170(b) is amended to read as follows:

‘“(2) CORPORATIONS.—In the case of a cor-
poration—

‘“(A) IN GENERAL.—The total deductions
under subsection (a) for any taxable year
(other than for contributions to which sub-
paragraph (B) applies) shall not exceed 10
percent of the taxpayer’s taxable income.

“(B) QUALIFIED CONSERVATION CONTRIBU-
TIONS BY CERTAIN CORPORATE FARMERS AND
RANCHERS.—

‘(i) IN GENERAL.—Any qualified conserva-
tion contribution (as defined in subsection
(h)(1)) made—

‘(D by a corporation which, for the taxable
yvear during which the contribution is made,
is a qualified farmer or rancher (as defined in
paragraph (1)(E)(iv)(II)) and the stock of
which is not readily tradable on an estab-
lished securities market at any time during
such year, and

‘“(IT) to an organization described in para-
graph (1)(A),
shall be allowed to the extent the aggregate
of such contributions does not exceed the ex-
cess of the taxpayer’s taxable income over
the amount of charitable contributions al-
lowable under subparagraph (A).

‘“(ii) CARRYOVER.—If the aggregate amount
of contributions described in clause (i) ex-

February 2, 2006

ceeds the limitation of clause (i), such excess
shall be treated (in a manner consistent with
the rules of subsection (d)(2)) as a charitable
contribution to which clause (i) applies in
each of the 15 succeeding years in order of
time.

“(C) TAXABLE INCOME.—For purposes of
this paragraph, taxable income shall be com-
puted without regard to—

‘(i) this section,

‘“(ii) part VIII (except section 248),

‘‘(iii) any net operating loss carrryback to
the taxable year under section 172,

‘“(iv) section 199, and

‘‘(v) any capital loss carryback to the tax-
able year under section 1212(a)(1).”.

(b) CONFORMING AMENDMENTS.—

(1) The second sentence of clause (i) of sec-
tion 170(b)(1)(C) is amended by striking ‘‘sub-
paragraph (D)’ and inserting ‘‘subparagraph
(D) or (E)”.

(2) Clause (i) of section 170(b)(1)(D) is
amended by striking ‘‘subparagraph (A)”’ and
inserting ‘‘subparagraphs (A) or (E)”.

(3) Paragraph (2) of section 170(d) is amend-
ed by striking ‘‘subsection (b)(2)"’ each place
it appears and inserting ‘‘subsection
(D)(@2)(A)”.

(4) Section 545(b)(2) is amended by striking
“and (D)’ and inserting ‘‘(D), and (E)”’.

(c) EFFECTIVE DATE.—The amendments
made by this section shall apply to contribu-
tions made in taxable years beginning after
December 31, 2005, and before January 1, 2008.
SEC. 308. ENHANCED DEDUCTION FOR CHARI-

TABLE CONTRIBUTION OF LIT-
ERARY, MUSICAL, ARTISTIC, AND
SCHOLARLY COMPOSITIONS.

(a) IN GENERAL.—Subsection (e) of section
170 (relating to certain contributions of ordi-
nary income and capital gain property), as
amended by this section 33 of this Act, is
amended by adding at the end the following
new paragraph:

¢‘(18) SPECIAL RULE FOR CERTAIN CONTRIBU-
TIONS OF LITERARY, MUSICAL, ARTISTIC, OR
SCHOLARLY COMPOSITIONS.—

“‘(A) IN GENERAL.—In the case of a qualified
artistic charitable contribution—

‘(i) the amount of such contribution taken
into account under this section shall be the
fair market value of the property contrib-
uted (determined at the time of such con-
tribution), and

‘(ii) no reduction in the amount of such
contribution shall be made under paragraph
Q).

‘(B) QUALIFIED ARTISTIC CHARITABLE CON-
TRIBUTION.—For purposes of this paragraph,
the term ‘qualified artistic charitable con-
tribution’ means a charitable contribution of
any literary, musical, artistic, or scholarly
composition, or similar property, or the
copyright thereon (or both), but only if—

‘‘(i) such property was created by the per-
sonal efforts of the taxpayer making such
contribution no less than 18 months prior to
such contribution,

“‘(ii) the taxpayer—

“(I) has received a qualified appraisal of
the fair market value of such property in ac-
cordance with the regulations under this sec-
tion, and

“(II) attaches to the taxpayer’s income tax
return for the taxable year in which such
contribution was made a copy of such ap-
praisal,

‘(iii) the donee is an organization de-
scribed in subsection (b)(1)(A),

‘‘(iv) the use of such property by the donee
is related to the purpose or function consti-
tuting the basis for the donee’s exemption
under section 501 (or, in the case of a govern-
mental unit, to any purpose or function de-
scribed under section 501(c)),

‘‘(v) the taxpayer receives from the donee a
written statement representing that the
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donee’s use of the property will be in accord-
ance with the provisions of clause (iv), and

‘‘(vi) the written appraisal referred to in
clause (ii) includes evidence of the extent (if
any) to which property created by the per-
sonal efforts of the taxpayer and of the same
type as the donated property is or has been—

““(I) owned, maintained, and displayed by
organizations described in subsection
(M (1)(A), and

‘“(IT) sold to or exchanged by persons other
than the taxpayer, donee, or any related per-
son (as defined in section 465(b)(3)(C)).

¢(C) MAXIMUM DOLLAR LIMITATION; NO CAR-
RYOVER OF INCREASED DEDUCTION.—The in-
crease in the deduction under this section by
reason of this paragraph for any taxable
year—

‘(i) shall not exceed the artistic adjusted
gross income of the taxpayer for such tax-
able year, and

‘‘(ii) shall not be taken into account in de-
termining the amount which may be carried
from such taxable year under subsection (d).

(D) ARTISTIC ADJUSTED GROSS INCOME.—
For purposes of this paragraph, the term ‘ar-
tistic adjusted gross income’ means that por-
tion of the adjusted gross income of the tax-
payer for the taxable year attributable to—

‘(i) income from the sale or use of prop-
erty created by the personal efforts of the
taxpayer which is of the same type as the do-
nated property, and

‘‘(ii) income from teaching, lecturing, per-
forming, or similar activity with respect to
property described in clause (i).

“(E) PARAGRAPH NOT TO APPLY TO CERTAIN
CONTRIBUTIONS.—Subparagraph (A) shall not
apply to any charitable contribution of any
letter, memorandum, or similar property
which was written, prepared, or produced by
or for an individual while the individual is
an officer or employee of any person (includ-
ing any government agency or instrumen-
tality) unless such letter, memorandum, or
similar property is entirely personal.

“(F) COPYRIGHT TREATED AS SEPARATE
PROPERTY FOR PARTIAL INTEREST RULE.—In
the case of a qualified artistic charitable
contribution, the tangible literary, musical,
artistic, or scholarly composition, or similar
property and the copyright on such work
shall be treated as separate properties for
purposes of this paragraph and subsection
H@3).

‘(G) TERMINATION.—This paragraph shall
not apply to contributions made after De-
cember 31, 2007.”".

(b) EFFECTIVE DATE.—The amendment
made by this section shall apply to contribu-
tions made after December 31, 2005.

SEC. 309. MILEAGE REIMBURSEMENTS TO CHARI-
TABLE VOLUNTEERS EXCLUDED
FROM GROSS INCOME.

(a) IN GENERAL.—Part III of subchapter B
of chapter 1 is amended by inserting after
section 139A the following new section:

“SEC. 139B. MILEAGE REIMBURSEMENTS TO
CHARITABLE VOLUNTEERS.

‘‘(a) IN GENERAL.—Gross income of an indi-
vidual does not include amounts received,
from an organization described in section
170(c), as reimbursement of operating ex-
penses with respect to use of a passenger
automobile for the benefit of such organiza-
tion. The preceding sentence shall apply only
to the extent that the expenses which are re-
imbursed would be deductible under this
chapter if section 274(d) were applied—

‘(1) by using the standard business mileage
rate established under such section, and

‘(2) as if the individual were an employee
of an organization not described in section
170(c).

“(b) APPLICATION TO VOLUNTEER SERVICES
ONLY.—Subsection (a) shall not apply with
respect to any expenses relating to the per-
formance of services for compensation.
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‘‘(c) No DOUBLE BENEFIT.—A taxpayer may
not claim a deduction or credit under any
other provision of this title with respect to
the expenses under subsection (a).

“(d) EXEMPTION FROM REPORTING REQUIRE-
MENTS.—Section 6041 shall not apply with re-
spect to reimbursements excluded from in-
come under subsection (a).

““(e) TERMINATION.—This section shall not
apply to taxable years beginning after De-
cember 31, 2007.”.

(b) CLERICAL AMENDMENT.—The table of
sections for part III of subchapter B of chap-
ter 1 is amended by inserting after the item
relating to section 139 the following new
item:

‘“‘Sec. 139A. Mileage reimbursements to
charitable volunteers.”.

(¢) EFFECTIVE DATE.—The amendments
made by this section shall apply to taxable
years beginning after December 31, 2005.

SEC. 310. ALTERNATIVE PERCENTAGE LIMITA-
TION FOR CORPORATE CHARITABLE
CONTRIBUTIONS TO THE MATHE-
MATICS AND SCIENCE PARTNERSHIP
PROGRAM.

(a) IN GENERAL.—Section 170(b) (related to
percentage limitations) is amended by add-
ing at the end the following new paragraph:

‘(3) SPECIAL RULE FOR CORPORATE CON-
TRIBUTIONS TO THE MATHEMATICS AND SCIENCE
PARTNERSHIP PROGRAM.—

“‘(A) IN GENERAL.—In the case of a corpora-
tion which makes an eligible mathematics
and science contribution—

‘(i) the limitation under paragraph (2)
shall apply separately with respect to all
such contributions and all other charitable
contributions, and

‘“(ii) paragraph (2) shall be applied with re-
spect to all eligible mathematics and science
contributions by substituting ‘15 percent’ for
‘10 percent’.

“(B) ELIGIBLE MATHEMATICS AND SCIENCE
CONTRIBUTION.—

‘(i) IN GENERAL.—For purposes of this
paragraph, the term ‘eligible mathematics
and science contribution’ means a charitable
contribution (other than a contribution of
used equipment) to a qualified partnership
for the purpose of an activity described in
section 2202(c) of the Elementary and Sec-
ondary Education Act of 1965.

“(ii) QUALIFIED PARTNERSHIP.—The term
‘qualified partnership’ means an eligible
partnership (within the meaning of section
2201(b)(1) of the Elementary and Secondary
Education Act of 1965), but only to the ex-
tent that such partnership does not include a
person other than a person described in para-
graph (1)(A).

“(C) TERMINATION.—This paragraph shall
not apply to any contributions made in tax-
able years beginning after December 31,
2006.".

(b) EFFECTIVE DATE.—The amendment
made by this section shall apply to contribu-
tions made in taxable years beginning after
December 31, 2005.

Subtitle B—Reforming Charitable
Organizations

PART I—GENERAL REFORMS

SEC. 311. TAX INVOLVEMENT BY EXEMPT ORGA-
NIZATIONS IN TAX SHELTER TRANS-
ACTIONS.

(a) IMPOSITION OF EXCISE TAX.—

(1) IN GENERAL.—Chapter 42 (relating to
private foundations and certain other tax-ex-
empt organizations) is amended by adding at
the end the following new subchapter:

“Subchapter F—Tax Shelter Transactions

‘‘Sec. 4965. Excise tax on certain tax-exempt
entities entering into prohib-
ited tax shelter transactions
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“SEC. 4965. EXCISE TAX ON CERTAIN TAX-EXEMPT
ENTITIES ENTERING INTO PROHIB-
ITED TAX SHELTER TRANSACTIONS.

‘‘(a) PARTICIPATION IN AND APPROVAL OF
PROHIBITED TRANSACTIONS.—

(1) TAX-EXEMPT ENTITY.—

‘“(A) IN GENERAL.—If any tax-exempt entity
(other than a tax-exempt entity described in
paragraph (4), (5), (6), or (7) of subsection (c))
is a party to a prohibited tax shelter trans-
action at any time during the taxable year
and knows or has reason to know such trans-
action is a prohibited tax shelter trans-
action, such entity shall pay a tax for such
taxable year in the amount determined
under subsection (b)(1)(A).

“(B) POST-TRANSACTION DETERMINATION.—If
any tax-exempt entity (other than a tax-ex-
empt entity described in paragraph (4), (5),
(6), or (7) of subsection (c)) is a party to a
subsequently listed transaction at any time
during the taxable year, such entity shall
pay a tax in the amount determined under
subsection (b)(1)(B).

‘(2) ENTITY MANAGER.—If any entity man-
ager of a tax-exempt entity approves such
entity as (or otherwise causes such entity to
be) a party to a prohibited tax shelter trans-
action at any time during the taxable year
and knows or has reason to know that the
transaction is a prohibited tax shelter trans-
action, such manager shall pay a tax for
such taxable year in the amount determined
under subsection (b)(2).

‘“(3) REASONABLE CAUSE EXCEPTION.—No tax
shall be imposed under paragraph (1)(A) or
(2) if it is shown that the participation of the
tax-exempt entity in the transaction was not
willful and was due to reasonable cause.

“‘(b) AMOUNT OF TAX.—

‘(1) ENTITY.—In the case of a tax-exempt
entity—

‘“‘(A) IN GENERAL.—The amount of the tax
imposed under subsection (a)(1)(A) on the en-
tity with respect to a taxable year shall be
the greater of—

‘(i) 100 percent of the entity’s net income
(after taking into account any tax imposed
by this subtitle with respect to the prohib-
ited tax shelter transaction) for such taxable
year which is attributable to the prohibited
tax shelter transaction, or

‘“(ii) 75 percent of the proceeds received by
the entity which are attributable to the pro-
hibited tax shelter transaction.

‘“(B) POST-TRANSACTION DETERMINATION.—
The amount of the tax imposed under sub-
section (a)(1)(B) on the entity with respect to
any taxable year shall be an amount equal to
the product of—

‘(i) the highest rate of tax under section
11, and

‘“(ii) the greater of—

“(I) the entity’s net income (after taking
into account any tax imposed by this sub-
title with respect to the subsequently listed
transaction) for such taxable year which is
attributable to the subsequently listed
transaction and which is properly allocable
to the period beginning on the later of the
date such transaction is identified by guid-
ance as a listed transaction by the Secretary
or the first day of the taxable year, or

““(IT) 75 percent of the proceeds received by
the entity which are attributable to the sub-
sequently listed transaction and which are
properly allocable to the period beginning on
the later of the date such transaction is
identified by guidance as a listed transaction
by the Secretary or the first day of the tax-
able year.

‘“(2) ENTITY MANAGER.—In the case of each
entity manager to whom subsection (a)(2) ap-
plies, the amount of the tax under such sub-
section shall be $20,000 for each approval.

“(c) TAX-EXEMPT ENTITY.—For purposes of
this section, the term ‘tax-exempt entity’
means an entity which is—
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‘(1) described in section 501(c) or 501(d),

‘“(2) described in section 170(c) (other than
an agency or instrumentality of the United
States) to which paragraph (1) of this sub-
section does not apply,

‘“(3) an Indian tribal government (within
the meaning of section 7701(a)(40)),

‘“(4) described in paragraph (1), (2), or (3) of
section 4979(e),

‘“(6) a program described in section 529,

‘(6) an eligible deferred compensation plan
described in section 457(b) which is main-
tained by an employer described in section
4457(e)(1)(A), or

“(7T) an arrangement described in section
4973(a).

‘(d) ENTITY MANAGER.—For purposes of
this section, the term ‘entity manager’
means—

‘(1) with respect to a tax-exempt entity
described in paragraph (3) or (4) of section
501(c)—

‘“(A) in the case of an entity other than a
private foundation, an organization manager
(as defined in section 4958(f)(2)), and

‘“(B) in the case of a private foundation, a
foundation manager (as defined in section
4946(b)), and

‘(2) in all other cases, the person with au-
thority or responsibility similar to that ex-
ercised by an officer, director, or trustee of
an organization.

‘“(e) PROHIBITED TAX SHELTER TRANS-
ACTION;  SUBSEQUENTLY LISTED TRANS-
ACTION.—For purposes of this section—

‘(1 PROHIBITED TAX SHELTER TRANS-
ACTION.—

‘““(A) IN GENERAL.—The term ‘prohibited
tax shelter transaction’ means—

‘(i) any listed transaction, or

‘“(ii) any prohibited reportable transaction
if the tax-exempt entity knows or has reason
to know that such transaction is a report-
able transaction.

‘‘(B) LISTED TRANSACTION.—The term ‘list-
ed transaction’ has the meaning given such
term by section 6707A(c)(2).

“(C) PROHIBITED REPORTABLE TRANS-
ACTION.—The term ‘prohibited reportable
transaction’ means any confidential trans-
action or any transaction with contractual
protection (as defined under regulations pre-
scribed by the Secretary) which is a report-
able transaction (as defined in section
6707A(c)(1)).

‘“(2) SUBSEQUENTLY LISTED TRANSACTION.—
The term ‘subsequently listed transaction’
means any transaction to which a tax-ex-
empt entity is a party and which is deter-
mined by the Secretary to be a listed trans-
action at any time after the entity has en-
tered into the transaction.

“(f) REGULATORY AUTHORITY.—The Sec-
retary is authorized to promulgate regula-
tions which provide guidance regarding the
determination of the allocation of net in-
come of a tax-exempt entity attributable to
a transaction to various periods, including
before and after the listing of the trans-
action or the date which is 90 days after the
date of the enactment of this section.

*“(g) COORDINATION WITH OTHER TAXES AND
PENALTIES.—The tax imposed by this section
is in addition to any other tax, addition to
tax, or penalty imposed under this title.”.

(2) CONFORMING AMENDMENT.—The table of
subchapters of chapter 42 is amended by add-
ing at the end the following new item:

‘‘SUBCHAPTER F. TAX SHELTER
TRANSACTIONS.”’.

(b) DISCLOSURE REQUIREMENTS.—

(1) DISCLOSURE BY ORGANIZATION TO THE IN-
TERNAL REVENUE SERVICE.—

(A) IN GENERAL.—Section 6033(a) (relating
to organizations required to file) is amended
by redesignating paragraph (2) as paragraph
(3), and by inserting after paragraph (1) the
following new paragraph:
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¢“(2) PARTICIPATION IN CERTAIN REPORTABLE
TRANSACTIONS.—Every tax-exempt entity de-
scribed in section 4965(c) shall file (in such
form and manner and at such time as deter-
mined by the Secretary) a disclosure of—

‘“(A) such entity’s participation in any pro-
hibited tax shelter transaction (as defined in
section 4965(e)), and

‘(B) the identity of any other party par-
ticipating in such transaction which is
known by such tax-exempt entity.”.

(B) CONFORMING  AMENDMENT.—Section
6033(a)(1) is amended by striking ‘‘paragraph
(2)” and inserting ‘‘paragraph (3)”.

(2) DISCLOSURE BY OTHER TAXPAYERS TO THE
TAX-EXEMPT ENTITY.—Section 6011 (relating
to general requirement of return, statement,
or list) is amended by redesignating sub-
section (g) as subsection (h) and by inserting
after subsection (f) the following new sub-
section:

‘(g) DISCLOSURE OF REPORTABLE TRANS-
ACTION TO TAX-EXEMPT ENTITY.—Any taxable
party to a prohibited tax shelter transaction
(as defined in section 4965(e)(1)) shall by
statement disclose to any tax-exempt entity
(as defined in section 4965(c)) which is a
party to such transaction that such trans-
action is such a prohibited tax shelter trans-
action.”.

(¢) PENALTY FOR NONDISCLOSURE.—

(1) IN GENERAL.—Section 6652(c) (relating
to returns by exempt organizations and by
certain trusts), as amended by section 302, is
amended by redesignating paragraphs (2), (3),
and (4) as paragraphs (3), (4), and (5), respec-
tively, and by inserting after paragraph (1)
the following new paragraph:

‘(2) DISCLOSURE UNDER SECTION 6033.—

“(A) PENALTY ON ORGANIZATIONS.—In the
case of a failure to file a disclosure required
under section 6033(a)(2), there shall be paid
by the tax-exempt entity (the entity man-
ager in the case of a tax-exempt entity de-
scribed in paragraph (4), (5), (6), or (7) of sec-
tion 4965(c)) $100 for each day during which
such failure continues. The maximum pen-
alty under this subparagraph on failures
with respect to any 1 disclosure shall not ex-
ceed $50,000.

“(B) PERSONS.—

‘(i) IN GENERAL.—The Secretary may make
a written demand on any tax-exempt entity
subject to penalty under subparagraph (A)
specifying therein a reasonable future date
by which the disclosure shall be filed for pur-
poses of this subparagraph.

““(ii) FAILURE TO COMPLY WITH DEMAND.—If
any person fails to comply with any demand
under clause (i) on or before the date speci-
fied in such demand, there shall be paid by
such person failing to so comply $100 for each
day after the expiration of the time specified
in such demand during which such failure
continues. The maximum penalty imposed
under this subparagraph on all tax-exempt
entities for failures with respect to any 1 dis-
closure shall not exceed $10,000.

‘(C) DEFINITIONS.—Any term used in this
section which is also used in section 4965
shall have the meaning given such term
under section 4965.”.

(2) CONFORMING AMENDMENT.—Subpara-
graph (A) of section 6652(c)(1) of such Code is
amended by striking ‘6033’ each place it ap-
pears in the text and heading thereof and in-
serting ‘‘6033(a)(1)”.

(d) EFFECTIVE DATES.—

(1) IN GENERAL.—Except as provided in
paragraph (2), the amendments made by this
section shall apply to transactions after the
date of the enactment of this Act, except
that no tax under section 4965(a) of the Inter-
nal Revenue Code of 1986 (as added by this
section) shall apply with respect to income
that is properly allocable to any period on or
before the date which is 90 days after such
date of enactment.
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(2) DISCLOSURE.—The amendments made by
subsections (b) and (c) shall apply to disclo-
sures the due date for which are after the
date of the enactment of this Act.

SEC. 312. EXCISE TAX ON CERTAIN ACQUISITIONS
OF INTERESTS IN INSURANCE CON-
TRACTS IN WHICH CERTAIN EXEMPT
ORGANIZATIONS HOLD AN INTER-
EST.

(a) IMPOSITION OF TAX.—

(1) IN GENERAL.—Subchapter F of chapter
42 (relating to tax shelter transactions), as
added by this Act, is amended by adding at
the end the following new section:

“SEC. 4966. EXCISE TAX ON ACQUISITION OF IN-
TERESTS 1IN INSURANCE CON-
TRACTS IN WHICH CERTAIN EXEMPT
ORGANIZATIONS HOLD AN INTER-
EST.

‘‘(a) IMPOSITION OF TAX.—If there is a tax-
able acquisition of any interest in an appli-
cable insurance contract, there is hereby im-
posed on the person acquiring the interest a
tax equal to 100 percent of the acquisition
costs of the interest.

‘“‘(b) TAXABLE ACQUISITION.—For purposes
of this section—

‘(1) IN GENERAL.—The term ‘taxable acqui-
sition’ means the acquisition of any direct or
indirect interest in an applicable insurance
contract by—

‘“‘(A) an applicable exempt organization, or

‘“(B) a person other than an applicable ex-
empt organization if such interest in the
hands of such person is not an interest de-
scribed in clause (i), (ii), (iii), or (iv) of para-
graph (2)(B).

‘‘(2) APPLICABLE INSURANCE CONTRACT.—

“‘(A) IN GENERAL.—The term ‘applicable in-
surance contract’ means any life insurance,
annuity, or endowment contract with re-
spect to which both an applicable exempt or-
ganization and a person other than an appli-
cable exempt organization have directly or
indirectly held an interest in the contract
(whether or not at the same time).

‘(B) EXCEPTIONS.—Such term shall not in-
clude a life insurance, annuity, or endow-
ment contract if—

‘‘(i) all persons directly or indirectly hold-
ing any interest in the contract (other than
applicable exempt organizations) have an in-
surable interest in the insured under the
contract independent of any interest of an
applicable exempt organization in the con-
tract,

‘‘(ii) the sole interest in the contract of
each person other than an applicable exempt
organization is as a named beneficiary,

‘‘(iii) the sole interest in the contract of
each person other than an applicable exempt
organization is—

“(I) as a beneficiary of a trust holding an
interest in the contract, but only if the per-
son’s designation as such beneficiary was
made without consideration and solely on a
purely gratuitous basis, or

““(IT) as a trustee who holds an interest in
the contract in a fiduciary capacity solely
for the benefit of applicable exempt organi-
zations or persons otherwise described in
clauses (i), (ii), and (iv) or subclause (I) of
this clause, or

‘‘(iv) except as provided in subparagraph
(C), the sole interest in the contract of each
person other than an applicable exempt orga-
nization is as a lender with respect to the
contract and the contract covers only 1 indi-
vidual and such individual is an officer, di-
rector, or employee of the applicable exempt
organization with an interest in the con-
tract.

¢“(C) RESTRICTIONS ON EXCEPTION FOR LEND-
ERS.—

‘(i) NUMERICAL LIMIT.—The number of con-
tracts that may be taken into account under
subparagraph (B)(iv) with respect to officers,
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directors, or employees of the applicable ex-
empt organization with interests in the con-
tracts shall not exceed the greater of—

““(I) the lesser of 5 percent of the total offi-
cers, directors, and employees of the organi-
zation or 20, or

“(ID) 5.

‘“(ii) AGGREGATE INDEBTEDNESS.—The ex-
ception under subparagraph (B)(iv) shall
apply only to the extent that the aggregate
amount of the indebtedness with respect to 1
or more contracts covering a single indi-
vidual does not exceed $50,000.

‘(D) SECRETARIAL AUTHORITY.—The Sec-
retary may exempt a contract from treat-
ment as an applicable insurance contract
based on specific factors, including factors
such as whether the transaction is at arms
length, whether economic benefits to the ap-
plicable exempt organization substantially
exceed the economic benefits to all other
persons with an interest in the contract (de-
termined without regard to whether, or the
extent to which, such organization has paid
or contributed with respect to the contract),
and the likelihood of abuse.

‘‘(3) DEFINITION AND RULE RELATING TO AC-
QUISITION COSTS.—

‘“(A) ACQUISITION COSTS DEFINED.—The
term ‘acquisition costs’ means the direct or
indirect costs of acquiring an interest in an
applicable insurance contract. Such term
shall include any fees, commissions, charges,
or other amounts paid in connection with
the acquisition, whether or not paid to the
issuer of the contract.

‘(B) TIMING OF PAYMENTS.—Except as pro-
vided in regulations, if acquisition costs of
any acquisition are paid or incurred in more
than 1 calendar year, the tax imposed by
subsection (a) with respect to the acquisition
shall be imposed each time the costs are so
paid or incurred.

‘“(4) RULES RELATING TO INTERESTS.—

‘“(A) IN GENERAL.—An interest in the con-
tract includes any right with respect to the
contract, whether as an owner, beneficiary,
or otherwise.

““(B) INDIRECT INTERESTS.—

‘(i) IN GENERAL.—Except as provided in
clause (ii), an indirect interest in a contract
includes an interest in an entity which di-
rectly or indirectly holds an interest in the
contract.

¢“(ii) PORTFOLIO INVESTMENTS.—If an appli-
cable exempt organization holds an interest
in a contract solely because the organization
holds, as part of a diversified investment
strategy, a de minimis interest in an entity
which directly or indirectly holds the inter-
est in the contract, such indirect interest in
the contract shall not be taken into account
for purposes of this section.

‘(C) EXCHANGED CONTRACTS.—In the case of
an exchange of an applicable insurance con-
tract on which no gain or loss is recognized
under section 1035, any interest in any of the
contracts involved in the exchange shall be
treated as an interest in all such contracts.

‘‘(5) INCREASE IN INTEREST.—If a person in-
creases an interest in an applicable insur-
ance contract, the increase shall be treated
as a separate acquisition for purposes of this
section.

‘“(6) PRIOR ACQUISITIONS.—Except as pro-
vided in regulations, if a person acquires an
interest in a contract before the contract is
treated as an applicable insurance contract,
the acquisition shall be treated as a taxable
acquisition of an interest in an applicable in-
surance contract as of the date the contract
becomes an applicable insurance contract.

‘“(c) APPLICABLE EXEMPT ORGANIZATION.—
For purposes of this section, the term ‘appli-
cable exempt organization’ means—

‘(1) an organization described in section
170(c),
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‘(2) an organization described in section
168(h)(2)(A)(iv), or

‘“(3) an organization not described in para-
graph (1) or (2) which is described in section
2055(a) or section 2522(a).

“(d) TAX NOT TREATED AS INVESTMENT IN
THE CONTRACT.—For purposes of section 72,
the tax imposed by this section shall not be
included in investment in the contract.

‘“(e) REGULATIONS.—The Secretary shall
prescribe such regulations as may be nec-
essary to carry out the provisions of this sec-
tion. Such regulations may include regula-
tions which—

‘(1) provide, for purposes of subsection
(b)(6), appropriate rules for the application
of this section in any case where an interest
is acquired before a contract becomes an ap-
plicable insurance contract,

“(2) prevent, in cases the Secretary deter-
mines appropriate, the imposition of more
than one tax under this section if the same
interest is acquired more than once, and

‘“(8) are designed to prevent avoidance of
the purposes of this section, including
through the use of intermediaries.”’.

(2) CONFORMING AMENDMENT.—The table of
sections for subchapter F of chapter 42, as
added by this Act, is amended by adding at
the end the following new item:

‘‘Sec. 4966. Excise tax on acquisition of in-
terests in insurance contracts
in which certain exempt organi-
zations hold an interest.”.

(b) REPORTING REQUIREMENTS.—

(1) IN GENERAL.—Subpart B of part IIT of
subchapter A of chapter 61 (relating to infor-
mation concerning transactions with other
persons), as amended by this Act, is amended
by adding at the end the following new sec-
tion:

“SEC. 6050V. RETURNS RELATING TO APPLICA-

BLE INSURANCE CONTRACTS IN
WHICH CERTAIN EXEMPT ORGANI-
ZATIONS HOLD INTERESTS.

‘‘(a) REQUIREMENTS OF REPORTING.—

‘(1) EXEMPT ORGANIZATIONS.—Each—

‘‘(A) applicable exempt organization which
acquires (within the meaning of section 4966)
an interest in any applicable insurance con-
tract, and

‘“(B) other person which makes an acquisi-
tion of such an interest if such acquisition is
taxable under section 4966,

shall make the return described in sub-
section (c).

‘“(2) TRANSFERS.—If a person (including an
applicable exempt organization) acquires an
interest in an applicable insurance contract
in an acquisition which is taxable under sec-
tion 4966 and then transfers such interest to
1 or more other persons, each person acquir-
ing all or a portion of such interest shall
make the return described in subsection (c).

“(b) TIME FOR MAKING RETURN.—Any orga-
nization or person required to make a return
under subsection (a) shall file such return at
such time as may be established by the Sec-
retary with respect to—

‘(1) in the case of a person described in
subsection (a)(1), the calendar year in which
the acquisition occurs, any calendar year in
which acquisition costs are paid or incurred,
and any other calendar years specified by the
Secretary, and

‘“(2) in the case of a person described in
subsection (a)(2), the calendar year in which
the transfer occurs.

““(c) FORM AND MANNER OF RETURNS.—A re-
turn is described in this subsection if such
return—

‘(1) is in such form as the Secretary pre-
scribes,

‘“(2) in the case of—

‘“(A) a return required under subsection
(a)(1)(A), contains the name, address, and
taxpayer identification number of the appli-

S545

cable exempt organization, the issuer of the

applicable insurance contract, and any per-

son acquiring an interest in the contract if

the acquisition is taxable under section 4966,

‘“(B) a return required under subsection
(a)(1)(B), contains the name, address, and
taxpayer identification number of the person
acquiring an interest in the applicable insur-
ance contract if the acquisition is taxable
under section 4966, any applicable exempt or-
ganization holding an interest in the con-
tract, and the issuer of the contract, and

‘“(C) a return required under subsection
(a)(2), contains the name, address, and tax-
payer identification number of the transferor
and transferee, and

‘“(3) contains such other information as the
Secretary may prescribe.

¢(d) STATEMENTS TO BE FURNISHED TO PER-
SONS WITH RESPECT TO WHOM INFORMATION IS
REQUIRED.—Every person required to make a
return under subsection (a) shall furnish to
each person whose taxpayer identification
information is required to be included in
such return under subsection (c) a written
statement showing—

‘(1) the name and address of the person re-
quired to make such return and the tele-
phone number of the information contact for
such person, and

¢“(2) the taxpayer identity and other infor-
mation required to be shown on the return
with respect to such person.

The written statement required under the

preceding sentence shall be furnished on or

before the date specified by the Secretary.

‘‘(e) DEFINITIONS.—For purposes of this sec-
tion, any term used in this section which is
also used in section 4966 shall have the mean-
ing given such term by section 4966.”.

(2) PENALTIES.—

(A) IN GENERAL.—Section 6724(d) is amend-
ed—

(i) in paragraph (1)(B), by redesignating
clauses (xiii) through (xviii) as clauses (xiv)
through (xix) and by inserting after clause
(xii) the following new clause:

‘‘(xiii) section 6050V (relating to returns re-
lating to applicable insurance contracts in
which certain exempt organizations hold in-
terests),”, and

(ii) in paragraph (3), by striking ‘‘and’ at
the end of subparagraph (C), by striking the
period at the end of subparagraph (D) and in-
serting ‘‘, and”’, and by adding at the end the
following new subparagraph:

‘“(BE) the statement required by subsection
(d) of section 6050V (relating to returns relat-
ing to applicable insurance contracts in
which certain exempt organizations hold in-
terests).”.

(B) INTENTIONAL DISREGARD.—Section
6721(e)(2) is amended by striking ‘‘or’’ at the
end of subparagraph (B), by striking ‘‘and”
at the end of subparagraph (C) and inserting
“or”’, and by adding at the end the following
new subparagraph:

‘(D) in the case of a return required to be
filed under section 6050V, the amount of tax
imposed under section 4966 which has not
been paid with respect to items required to
be included on the return, and”.

(3) CONFORMING AMENDMENT.—The table of
sections for subpart B of part III of sub-
chapter A of chapter 61, as amended by this
Act, is amended by adding at the end the fol-
lowing new item:

‘“Sec. 6050V. Returns relating to applicable
insurance contracts in which
certain exempt organizations
hold interests.”.

(¢) EFFECTIVE DATE.—

(1) IN GENERAL.—The amendments made by
this section shall apply to contracts issued
after May 3, 2005.

(2) REPORTING OF EXISTING CONTRACTS.—In
the case of any life insurance, annuity, or
endowment contract—
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(A) which was issued on or before May 3,
2005,

(B) with respect to which an applicable ex-
empt organization (as defined in section 4966
of the Internal Revenue Code of 1986, as
added by this section) holds an interest on
May 3, 2005, and

(C) which would be treated as an applicable
insurance contract (as so defined) if issued
after May 3, 2005,
such organization shall, not later than the
date which is 1 year after the date of the en-
actment of this Act, report to the Secretary
of the Treasury with respect to such con-
tract. Such report shall be in such form and
manner, and contain such information, as
the Secretary may prescribe. The Secretary
shall submit such reports, along with any
recommendations for legislation as the Sec-
retary considers appropriate, to the Com-
mittee on Ways and Means of the House of
Representatives and to the Committee on Fi-
nance of the Senate within 6 months of the
date such reports are required to be filed.
SEC. 313. INCREASE IN PENALTY EXCISE TAXES

ON PUBLIC CHARITIES, SOCIAL WEL-
FARE ORGANIZATIONS, AND PRI-
VATE FOUNDATIONS.

(a) TAXES ON SELF-DEALING AND EXCESS
BENEFIT TRANSACTIONS.—

(1) IN GENERAL.—Section 4941(a) (relating
to initial taxes) is amended—

(A) in paragraph (1), by striking ‘5 per-
cent’” and inserting ‘10 percent’’, and

(B) in paragraph (2), by striking ‘‘2% per-
cent’ and inserting ‘‘5 percent”’.

(2) INCREASE IN TAX IF SELF-DEALING IN-
CLUDES COMPENSATION TO DISQUALIFIED PER-
SON.—Section 4941(a)(1) is amended by adding
at the end the following new sentence: “If
the act of self-dealing includes acts described
in subsection (d)(1)(D), ‘256 percent’ shall be
substituted for ‘10 percent’, except that the
Secretary may abate under section 4962 (de-
termined without regard to the exception
under subsection (b) thereof) not more than
15 percentage points of such tax.”.

(3) INCREASED LIMITATION FOR MANAGERS ON
SELF-DEALING.—Section 4941(c)(2) is amended
by striking ‘‘$10,000” each place it appears in
the text and in the heading and inserting
<$20,000”".

(4) INCREASED LIMITATION FOR MANAGERS ON
EXCESS BENEFIT TRANSACTIONS.—Section
4958(d)(2) is amended by striking °$10,000”
and inserting ‘$20,000’.

(b) TAXES ON FAILURE TO DISTRIBUTE IN-
COME.—Section 4942(a) (relating to initial
tax) is amended by striking ‘15 percent’ and
inserting ‘30 percent’’.

(¢) TAXES ON EXCESS BUSINESS HOLDINGS.—
Section 4943(a)(1) (relating to imposition) is
amended by striking ‘6 percent’’ and insert-
ing ““10 percent”’.

(d) TAXES ON INVESTMENTS WHICH JEOP-
ARDIZE CHARITABLE PURPOSE.—

(1) IN GENERAL.—Section 4944(a) (relating
to initial taxes) is amended by striking ‘5
percent’ both places it appears and inserting
10 percent’’.

(2) INCREASED LIMITATION FOR MANAGERS.—
Section 4944(d)(2) is amended—

(A) by striking $5,000,”” and inserting
‘$10,000,”, and

(B) by striking °‘$10,000.”” and inserting
°$20,000.”".

(e) TAXES ON TAXABLE EXPENDITURES.—

(1) IN GENERAL.—Section 4945(a) (relating
to initial taxes) is amended—

(A) in paragraph (1), by striking ‘10 per-
cent’ and inserting ‘20 percent’’, and

(B) in paragraph (2), by striking ‘2% per-
cent’ and inserting ‘‘5 percent”’.

(2) INCREASED LIMITATION FOR MANAGERS.—
Section 4945(c)(2) is amended—

(A) by striking $5,000,”” and inserting
°$10,000,”’, and

(B) by striking °$10,000.”” and inserting
°$20,000.”".
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(f) EFFECTIVE DATE.—The amendments
made by this section shall apply to taxable
vears beginning after the date of the enact-
ment of this Act.

SEC. 314. REFORM OF CHARITABLE CONTRIBU-
TIONS OF CERTAIN EASEMENTS ON
BUILDINGS IN REGISTERED HIS-
TORIC DISTRICTS.

(a) SPECIAL RULES WITH RESPECT TO BUILD-
INGS IN REGISTERED HISTORIC DISTRICTS.—

(1) IN GENERAL.—Paragraph (4) of section
170(h) (relating to definition of conservation
purpose) is amended by redesignating sub-
paragraph (B) as subparagraph (C) and by in-
serting after subparagraph (A) the following
new subparagraph:

““(B) SPECIAL RULES WITH RESPECT TO BUILD-
INGS IN REGISTERED HISTORIC DISTRICTS.—In
the case of any contribution of a qualified
real property interest which is a restriction
with respect to the exterior of a building de-
scribed in subparagraph (C)(ii), such con-
tribution shall not be considered to be exclu-
sively for conservation purposes unless—

‘(1) such interest—

‘“(I) includes a restriction which preserves
the entire exterior of the building (including
the front, sides, rear, and height of the build-
ing), and

‘“(IT1) prohibits any change in the exterior
of the building which is inconsistent with
the historical character of such exterior,

‘“(ii) the donor and donee enter into a writ-
ten agreement certifying, under penalty of
perjury, that the donee—

‘“(I) is a qualified organization (as defined
in paragraph (3)) with a purpose of environ-
mental protection, land conservation, open
space preservation, or historic preservation,
and

‘“(IT) has the resources to manage and en-
force the restriction and a commitment to
do so, and

‘(iii) in the case of any contribution made
in a taxable year beginning after the date of
the enactment of this subparagraph, the tax-
payer includes with the taxpayer’s return for
the taxable year of the contribution—

‘() a qualified appraisal (within the mean-
ing of subsection (f)(11)(E)) of the qualified
property interest,

“(IT) photographs of the entire exterior of
the building, and

‘“(III) a description of all restrictions on
the development of the building.”’.

(b) DISALLOWANCE OF DEDUCTION FOR
STRUCTURES AND LAND IN REGISTERED HIS-
TORIC DISTRICTS.—Subparagraph (C) of sec-
tion 170(h)(4), as redesignated by subsection
(a), is amended—

(1) by striking ‘‘any building, structure, or
land area which”’,

(2) by inserting ‘“‘any building, structure,
or land area which” before ‘‘is listed” in
clause (i), and

(3) by inserting ‘‘any building which” be-
fore ‘‘is located’ in clause (ii).

(¢) FILING FEE FOR CERTAIN CONTRIBU-
TIONS.—Subsection (f) of section 170 (relating
to disallowance of deduction in certain cases
and special rules) is amended by inserting at
the end the following new paragraph:

‘(13) CONTRIBUTIONS OF CERTAIN INTERESTS
IN BUILDINGS LOCATED IN REGISTERED HISTORIC
DISTRICTS.—

‘“(A) IN GENERAL.—No deduction shall be
allowed with respect to any contribution de-
scribed in subparagraph (B) unless the tax-
payer includes with the return for the tax-
able year of the contribution a $500 filing fee.

¢‘(B) CONTRIBUTION DESCRIBED.—A contribu-
tion is described in this subparagraph if such
contribution is a qualified conservation con-
tribution (as defined in subsection (h)) which
is a restriction with respect to the exterior
of a Dbuilding described in subsection

(h)(4)(C)(ii) and for which a deduction is

claimed in excess of the greater of—
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‘(i) 3 percent of the fair market value of
the building (determined immediately before
such contribution), or

“(ii) $10,000.

‘(C) DEDICATION OF FEE.—Any fee collected
under this paragraph shall be used for the
enforcement of the provisions of subsection
(h).”.

(d) EFFECTIVE DATE.—

(1) SPECIAL RULES FOR BUILDINGS IN REG-
ISTERED HISTORIC DISTRICTS.—The amend-
ments made by subsection (a) shall apply to
contributions made after November 15, 2005.

(2) DISALLOWANCE OF DEDUCTION FOR STRUC-
TURES AND LAND.—The amendments made by
subsection (b) shall apply to contributions
made after the date of the enactment of this
Act.

(3) FILING FEE.—The amendment made by
subsection (c) shall apply to contributions
made 180 days after the date of the enact-
ment of this Act.

SEC. 315. CHARITABLE CONTRIBUTIONS OF TAXI-
DERMY PROPERTY.

(a) IN GENERAL.—Subsection (f) of section
170, as amended by section 314 of this Act, is
amended by adding at the end the following
new paragraph:

‘“(14) CONTRIBUTIONS OF TAXIDERMY PROP-
ERTY.—

““(A) CONTRIBUTIONS OF MORE THAN $500.—In
the case of any contribution of taxidermy
property for which a deduction of more than
$500 is claimed, no deduction shall be allowed
under subsection (a) unless the donor in-
cludes with the return for the taxable year
in which the contribution is made a photo-
graph of the taxidermy property and data
with respect to the sales prices of similar
taxidermy property.

‘(B) CONTRIBUTIONS OF MORE THAN $5,000.—
In the case of any contribution of taxidermy
property for which a deduction of more than
$5,000 is claimed, no deduction shall be al-
lowed under subsection (a) unless the
donor—

‘(i) notifies the Internal Revenue Service
of such deduction, and

¢“(ii) includes with the return for the tax-
able year in which the contribution is
made—

““(I) a statement of value from the Internal
Revenue Service, or

“(IT) a request for a statement of value
from the Internal Revenue Service and a $500
fee.

‘(C) TAXIDERMY PROPERTY.—For purposes
of this section, the term ‘taxidermy prop-
erty’ means a mounted work of art which
contains any part of a dead animal.”’.

(b) EFFECTIVE DATE.—The amendment
made by this section shall apply to contribu-
tions made after November 15, 2005.

SEC. 316. RECAPTURE OF TAX BENEFIT FOR
CHARITABLE CONTRIBUTIONS OF
EXEMPT USE PROPERTY NOT USED
FOR AN EXEMPT USE.

(a) RECAPTURE OF DEDUCTION ON CERTAIN
SALES OF EXEMPT USE PROPERTY.—

(1) IN GENERAL.—Clause (i) of section
170(e)(1)(B) (related to certain contributions
of ordinary income and capital gain prop-
erty) is amended to read as follows:

‘(i) of tangible personal property—

‘(1) if the use by the donee is unrelated to
the purpose or function constituting the
basis for its exemption under section 501 (or,
in the case of a governmental unit, to any
purpose or function described in subsection
(c)), or

‘“(II) which is applicable property (as de-
fined in paragraph (7)(C)) which is sold, ex-
changed, or otherwise disposed of by the
donee before the last day of the taxable year
in which the contribution was made and with
respect to which the donee has not made a
certification in accordance with paragraph
(MHD),”.
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(2) DISPOSITIONS AFTER CLOSE OF TAXABLE
YEAR.—Section 170(e) is amended by adding
at the end the following new paragraph:

“(7) RECAPTURE OF DEDUCTION ON CERTAIN
DISPOSITIONS OF EXEMPT USE PROPERTY.—

‘“(A) IN GENERAL.—In the case of an appli-
cable disposition of applicable property,
there shall be included in the income of the
donor of such property for the taxable year
of such donor in which the applicable dis-
position occurs an amount equal to the ex-
cess (if any) of—

‘(i) the amount of the deduction allowed
to the donor under this section with respect
to such property, over

‘‘(ii) the donor’s basis in such property at
the time such property was contributed.

‘“(B) APPLICABLE DISPOSITION.—For pur-
poses of this paragraph, the term ‘applicable
disposition’ means any sale, exchange, or
other disposition by the donee of applicable
property—

‘(i) after the last day of the taxable year
of the donor in which such property was con-
tributed, and

‘‘(ii) before the last day of the 3-year pe-
riod beginning on the date of the contribu-
tion of such property,
unless the donee makes a certification in ac-
cordance with subparagraph (D).

‘(C) APPLICABLE PROPERTY.—For purposes
of this paragraph, the term ‘applicable prop-
erty’ means charitable deduction property
(as defined in section 6050L(a)(2)(A))—

‘(i) which is tangible personal property the
use of which is identified by the donee as re-
lated to the purpose or function constituting
the basis of the donee’s exemption under sec-
tion 501, and

‘“(ii) for which a deduction in excess of the
donor’s basis is allowed.

‘(D) CERTIFICATION.—A certification meets
the requirements of this subparagraph if it is
a written statement which is signed under
penalty of perjury by an officer of the donee
organization and—

(1) which—

“(I) certifies that the use of the property
by the donee was related to the purpose or
function constituting the basis for the
donee’s exemption under section 501, and

““(IT) describes how the property was used
and how such use furthered such purpose or
function, or

“(ii) which—

‘(1) states the intended use of the property
by the donee at the time of the contribution,
and

““(IT) certifies that such intended use has
become impossible or infeasible to imple-
ment.”.

(b) REPORTING REQUIREMENTS.—Paragraph
(1) of section 6050L(a) (relating to returns re-
lating to certain dispositions of donated
property) is amended—

(1) by striking ‘2 years” and inserting ‘3
years’, and

(2) by striking ‘“‘and” at the end of subpara-
graph (D), by striking the period at the end
of subparagraph (E) and inserting a comma,
and by inserting at the end the following:

“(F) a description of the donee’s use of the
property, and

‘“(G) a statement indicating whether the
use of the property was related to the pur-
pose or function constituting the basis for
the donee’s exemption under section 501.

“In any case in which the donee indicates
that the use of applicable property (as de-
fined in section 170(e)(1)(C)) was related to
the purpose or function constituting the
basis for the exemption of the donee under
section 501 wunder subparagraph (G), the
donee shall include with the return the cer-
tification described in section 170(e)(7)(D) if
such certification is required under section
170(e)(7).”.

(c) PENALTY.—
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(1) IN GENERAL.—Part I of subchapter B of
chapter 68 (relating to assessable penalties)
is amended by inserting after section 6720A
the following new section:

“SEC. 6720B. FRAUDULENT IDENTIFICATION OF
EXEMPT USE PROPERTY.

“In addition to any criminal penalty pro-
vided by law, any person who identifies ap-
plicable property (as defined in section
170(e)(7)(C)) as having a use which is related
to a purpose or function constituting the
basis for the donee’s exemption under sec-
tion 501 and who knows that such property is
not intended for such a use shall pay a pen-
alty of $10,000.”.

(2) CLERICAL AMENDMENT.—The table of
sections for part I of subchapter B of chapter
68 is amended by adding after the item relat-
ing to section 6720A the following new item:
‘“Sec. 6720B. Fraudulent identification of ex-

empt use property.”.

(d) EFFECTIVE DATE.—

(1) RECAPTURE.—The amendments made by
subsection (a) shall apply to contributions
after June 1, 2006.

(2) REPORTING.—The amendments made by
subsection (b) shall apply to returns filed
after June 1, 2006.

(3) PENALTY.—The amendments made by
subsection (c) shall apply to identifications
made after the date of the enactment of this
Act.

SEC. 317. LIMITATION OF DEDUCTION FOR CHAR-
ITABLE CONTRIBUTIONS OF CLOTH-
ING AND HOUSEHOLD ITEMS.

(a) IN GENERAL.—Subsection (f) of section
170, as amended by section 315 of this Act, is
amended by adding at the end the following
new paragraph:

€“(16) CONTRIBUTIONS OF CLOTHING AND
HOUSEHOLD ITEMS.—

‘“(A) IN GENERAL.—In the case of an indi-
vidual, partnership, or S corporation, the de-
duction allowed under subsection (a) for any
contribution of clothing or household items
with respect to which the donor has obtained
a qualified appraisal shall be—

‘(i) in the case of an item which is in good
used condition or better, no more than the
amount assigned to such item under sub-
paragraph (B) for such year,

‘(i) except as provided by clause (iii), in
the case of an item which is not in good used
condition or better, no more than 20 percent
of the amount assigned to such item under
subparagraph (B) for such year, and

‘(iii) in the case of an item which is not
functional with respect to the use for which
it was designed, zero.

‘(B) ASSIGNED VALUES.—Each year the Sec-
retary shall publish an itemized list of cloth-
ing and household items and shall assign an
amount with respect to each item on the list
which represents the fair market value of
such item in good used condition.

‘(C) EXCEPTION FOR ITEMS SOLD BY THE
DONEE.—Subparagraph (A) shall not apply to
any contribution of clothing or household
items for which a deduction of more than
$500 is claimed if—

‘(i) the donee sells the clothing or house-
hold items before the earlier of—

‘“(I) the due date (including extensions) for
filing the return of tax for the taxable year
of the donor in which the contribution was
made, or

‘“(IT) the date on which such return was
filed,

‘“(ii) the donee reports the sales price of
the clothing or household items to the
donor, and

‘(iii) the amount claimed as a deduction
with respect to such clothing or household
items does not exceed the amount of the
sales price reported to the donor.

‘(D) HOUSEHOLD ITEMS.—For purposes of
this paragraph—
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‘(i) IN GENERAL.—The term ‘household
items’ includes furniture, furnishings, elec-
tronics, appliances, linens, and other similar
items.

‘“(ii) EXCLUDED ITEMS.—Such term does not
include—

(D) food,

“(IT) paintings, antiques, and other objects
of art,

‘(I11) jewelry and gems, and

“(IV) collections.

‘“(E) SPECIAL RULE FOR PASS-THRU ENTI-
TIES.—In the case of a partnership or S cor-
poration, this paragraph shall be applied at
the entity level, except that the deduction
shall be denied at the partner or shareholder
level.”.

(b) SUBSTANTIATION.—

(1) ITEMS OF $250 OR MORE.—Subparagraph
(B) of section 170(f)(8) is amended by insert-
ing after clause (iii) the following new
clause:

‘“(iv) In the case of a contribution con-
sisting of clothing or household items, the
number of items contributed, an indication
of the condition of each item, a description
of the type of item contributed, and a copy
of the list published under paragraph (15)(B)
or an instruction on how to obtain such
list.”.

(2) ITEMS OF $500 OR MORE.—Subparagraph
(B) of section 170(f)(11) is amended by insert-
ing ¢, the information contained in the ac-
knowledgment required under paragraph (8)
in the case of any contribution of clothing or
household items,” after ‘‘a description of
such property’’.

(c) EFFECTIVE DATE.—The amendments
made by this section shall apply to contribu-
tions made after December 31, 2006.

SEC. 318. MODIFICATION OF RECORDKEEPING
REQUIREMENTS FOR CERTAIN
CHARITABLE CONTRIBUTIONS.

(a) RECORDKEEPING REQUIREMENT.—Sub-
section (f) of section 170, as amended by sec-
tion 317 of this Act, is amended by adding at
the end the following new paragraph:

‘(16) RECORDKEEPING.—No deduction shall
be allowed under subsection (a) for any con-
tribution of a cash, check, or other monetary
gift unless the donor maintains as a record
of such contribution—

“‘(A) a cancelled check, or

“(B) a receipt or a letter or other written
communication from the donee showing the
name of the donee organization, the date of
the contribution, and the amount of the con-
tribution.”.

(b) EFFECTIVE DATE.—The amendment
made by this section shall apply to contribu-
tions made in taxable years beginning after
the date of the enactment of this Act.

SEC. 319. CONTRIBUTIONS OF FRACTIONAL IN-
TERESTS IN TANGIBLE PERSONAL
PROPERTY.

(a) INCOME TAX.—Section 170 (relating to
charitable, etc., contributions and gifts), as
amended by section 301 of this Act, is amend-
ed by redesignating subsection (p) as sub-
section (q) and by inserting after subsection
(0) the following new subsection:

‘(q) SPECIAL RULES FOR FRACTIONAL
GIFTS.—

‘(1) VALUATION OF SUBSEQUENT GIFTS.—

““(A) IN GENERAL.—In the case of any addi-
tional contribution, the fair market value of
such contribution shall be determined by
using the lesser of—

‘(i) the fair market value of the property
at the time of the initial fractional contribu-
tion, or

‘‘(ii) the fair market value of the property
at the time of the additional contribution.

‘“(B) DEFINITIONS.—For purposes of this
paragraph—

‘(i) ADDITIONAL CONTRIBUTION.—The term
‘additional contribution’ means any chari-
table contribution by the taxpayer of any in-
terest in property with respect to which the
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taxpayer has previously made an initial frac-
tional contribution.

“(ii) INITIAL FRACTIONAL CONTRIBUTION.—
The term ‘initial fractional contribution’
means, with respect to any taxpayer, the
first charitable contribution of an undivided
portion of the taxpayer’s entire interest in
any tangible personal property.

‘(2) RECAPTURE OF DEDUCTION IN CERTAIN
CASES.—

‘“(A) IN GENERAL.—The Secretary shall pro-
vide for the recapture of an amount equal to
the amount of any deduction allowed under
this section (plus interest) with respect to
any contribution of an undivided interest of
a taxpayer’s entire interest in property in
any case where such property is not in the
physical possession of the donee during any
applicable period for a period of time which
bears substantially the same ratio to 1 year
as—

‘‘(i) the percentage of the undivided inter-
est of the donee in the property (determined
on the day after such contribution was
made), bears to

‘“(ii) 100 percent.

‘“(B) APPLICABLE PERIOD.—For purposes of
subparagraph (A), the term ‘applicable pe-
riod’ means any l-year period which begins
on—

‘(i) in the year of the contribution, the
date of the contribution, and

‘(i) in any subsequent calendar year, the
date which corresponds to the date described
in clause (i).

“(C) ANTI-ABUSE RULES.—The Secretary
shall prescribe such regulations as necessary
to prevent the avoidance of the purposes of
this paragraph through the transfer of any
such undivided interest to a third party con-
trolled by the taxpayer.”.

(b) ESTATE TAX.—Section 2055 (relating to
transfers for public, charitable, and religious
uses) is amended by redesignating subsection
(g) as subsection (h) and by inserting after
subsection (f) the following new subsection:

‘‘(g) VALUATION OF SUBSEQUENT GIFTS.—

‘(1) IN GENERAL.—In the case of any addi-
tional contribution, the fair market value of
such contribution shall be determined by
using the lesser of—

““(A) the fair market value of the property
at the time of the initial fractional contribu-
tion, or

‘(B) the fair market value of the property
at the time of the additional contribution.

‘“(2) DEFINITIONS.—For purposes of this
paragraph—

‘“(A) ADDITIONAL CONTRIBUTION.—The term
‘additional contribution’ means a bequest,
legacy, devise, or transfer described in sub-
section (a) of any interest in a property with
respect to which the decedent had previously
made an initial fractional contribution.

‘“(B) INITIAL FRACTIONAL CONTRIBUTION.—
The term ‘initial fractional contribution’
means, with respect to any decedent, any
charitable contribution of an undivided por-
tion of the decedent’s entire interest in any
tangible personal property for which a de-
duction was allowed under section 170.”".

(¢) GIFT TAX.—Section 2522 (relating to
charitable and similar gifts) is amended by
redesignating subsection (e) as subsection (f)
and by inserting after subsection (d) the fol-
lowing new subsection:

‘“(e) SPECIAL RULES
GIFTS.—

‘(1) VALUATION OF SUBSEQUENT GIFTS.—

““(A) IN GENERAL.—In the case of any addi-
tional contribution, the fair market value of
such contribution shall be determined by
using the lesser of—

‘(i) the fair market value of the property
at the time of the initial fractional contribu-
tion, or

‘‘(ii) the fair market value of the property
at the time of the additional contribution.

FOR FRACTIONAL
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‘““(B) DEFINITIONS.—For purposes of this
paragraph—

‘(i) ADDITIONAL CONTRIBUTION.—The term
‘additional contribution’ means any gift for
which a deduction is allowed under sub-
section (a) or (b) of any interest in a prop-
erty with respect to which the donor has pre-
viously made an initial fractional contribu-
tion.

“(ii) INITIAL FRACTIONAL CONTRIBUTION.—
The term ‘initial fractional contribution’
means, with respect to any donor, the first
gift of an undivided portion of the donor’s
entire interest in any tangible personal prop-
erty for which a deduction is allowed under
subsection (a) or (b).

“(2) RECAPTURE OF DEDUCTION IN CERTAIN
CASES.—

‘“(A) IN GENERAL.—The Secretary shall pro-
vide for the recapture of an amount equal to
the amount of any deduction allowed under
this section (plus interest) with respect to
any contribution of an undivided interest of
a donor’s entire interest in property in any
case where such property is not in the phys-
ical possession of the donee during any appli-
cable period for a period of time which bears
substantially the same ratio to 1 year as—

‘(i) the percentage of the undivided inter-
est of the donee in the property (determined
on the day after such contribution was
made), bears to

¢‘(ii) 100 percent.

‘(B) APPLICABLE PERIOD.—For purposes of
subparagraph (A), the term ‘applicable pe-
riod’ means any 1l-year period which begins
on—

‘(i) in the year of the contribution, the
date of the contribution, and

‘“(ii) in any subsequent calendar year, the
date which corresponds to the date described
in clause (i).

‘“(C) ANTI-ABUSE RULES.—The Secretary
shall prescribe such regulations as necessary
to prevent the avoidance of the purposes of
this paragraph though the transfer of any
such undivided interest to a third party con-
trolled by the donor.”.

(d) EFFECTIVE DATE.—The amendments
made by this section shall apply to contribu-
tions, bequests, and gifts made after the date
of the enactment of this Act.

SEC. 320. PROVISIONS RELATING TO SUBSTAN-
TIAL AND GROSS OVERSTATEMENTS
OF VALUATIONS OF CHARITABLE
DEDUCTION PROPERTY.

(a) SUBSTANTIAL AND GROSS OVERSTATE-
MENTS OF VALUATIONS OF CHARITABLE DEDUC-
TION PROPERTY.—

(1) IN GENERAL.—Section 6662 (relating to
imposition of accuracy-related penalties) is
amended by adding at the end the following
new subsection:

‘(1) SPECIAL RULES FOR CHARITABLE DEDUC-
TION PROPERTY.—In the case of charitable de-
duction property (as defined in section
6664(c)(3)(A)—

‘(1) the determination under subsection
(e)(1)(A) as to whether there is a substantial
valuation misstatement under chapter 1 with
respect to the value of the property shall be
made by substituting ‘150 percent’ for ‘200
percent’, and

‘“(2) the determination under subsection
(h)(2)(A)(1) as to whether there is a gross
valuation misstatement with respect to the
value of the property shall be made by sub-
stituting ‘200 percent’ for ‘400 percent’ and by
substituting ‘150 percent’ for ‘200 percent’ in
applying subsection (e)(1)(A) for purposes of
such determination.”.

(2) ELIMINATION OF REASONABLE CAUSE EX-
CEPTION FOR GROSS MISSTATEMENTS.—Section
6664(c)(2) (relating to reasonable cause excep-
tion for underpayments) is amended by
striking ‘‘paragraph (1) shall not apply un-
less”” and inserting ‘‘paragraph (1) shall not
apply. The preceding sentence shall not
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apply to a substantial valuation overstate-
ment under chapter 1 if”’.

(b) PENALTY ON APPRAISERS WHOSE AP-
PRAISALS RESULT IN SUBSTANTIAL OR GROSS
VALUATION MISSTATEMENTS.—

(1) IN GENERAL.—Part I of subchapter B of
chapter 68 (relating to assessable penalties)
is amended by inserting after section 6695
the following new section:

“SEC. 6695A. SUBSTANTIAL AND GROSS VALU-
ATION MISSTATEMENTS ATTRIB-
UTABLE TO INCORRECT APPRAIS-
ALS.

‘‘(a) IMPOSITION OF PENALTY.—If—

‘(1) a person prepares an appraisal of the
value of property and such person knows, or
reasonably should have known, that the ap-
praisal would be used in connection with a
return or a claim for refund, and

‘(2) the claimed value of the property on a
return or claim for refund which is based on
such appraisal results in a substantial valu-
ation misstatement under chapter 1 (within
the meaning of section 6662(e)), or a gross
valuation misstatement (within the meaning
of section 6662(h)), with respect to such prop-
erty,
then such person shall pay a penalty in the
amount determined under subsection (b).

‘“(b) AMOUNT OF PENALTY.—The amount of
the penalty imposed under subsection (a) on
any person with respect to an appraisal shall
be equal to the lesser of—

‘(1) the greater of—

““(A) 10 percent of the amount of the under-
payment (as defined in section 6664(a)) at-
tributable to the misstatement described in
subsection (a)(2), or

“(B) $1,000, or

‘(2) 125 percent of the gross income re-
ceived by the person described in subsection
(a)(1) from the preparation of the appraisal.

‘‘(c) EXCEPTION.—No penalty shall be im-
posed under subsection (a) if the person es-
tablishes to the satisfaction of the Secretary
that the value established in the appraisal
was more likely than not the proper value.”.

(2) RULES APPLICABLE TO PENALTY.—Sec-
tion 6696 (relating to rules applicable with
respect to sections 6694 and 6695) is amend-
ed—

(A) by striking ‘6694 and 6695’ each place
it appears in the text and heading and insert-
ing ‘6694, 6695, and 6695A°°, and

(B) by striking ‘6694 or 6695 each place it
appears in the text and inserting ‘6694, 6695,
or 6695A”°.

(3) CONFORMING AMENDMENT.—The table of
sections for part I of subchapter B of chapter
68 is amended by striking the item relating
to section 6696 and inserting the following
new items:

‘“‘Sec. 6695A. Substantial and gross valuation
misstatements attributable to
incorrect appraisals.

‘“Sec. 6696. Rules applicable with respect to
sections 6694, 6695, and 6695A.”.

() QUALIFIED APPRAISERS AND APPRAIS-
ALS.—

(1) IN GENERAL.—Subparagraph (E) of sec-
tion 170(f)(11) is amended to read as follows:

‘“(E) QUALIFIED APPRAISAL AND AP-
PRAISER.—For purposes of this paragraph—
‘(i) QUALIFIED APPRAISAL.—The term

‘qualified appraisal’ means, with respect to
any property, an appraisal of such property
which—

““(I) is treated for purposes of this para-
graph as a qualified appraisal under regula-
tions or other guidance prescribed by the
Secretary, and

“(ITI) is conducted by a qualified appraiser
in accordance with generally accepted ap-
praisal standards and any regulations or
other guidance prescribed under subclause
@D.
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‘‘(ii) QUALIFIED APPRAISER.—Except as pro-
vided in clause (iii), the term ‘qualified ap-
praiser’ means an individual who—

“(I) has earned an appraisal designation
from a recognized professional appraiser or-
ganization or has otherwise met minimum
education and experience requirements set
forth in regulations prescribed by the Sec-
retary,

“(II) regularly performs appraisals for
which the individual receives compensation,
and

“(IIT) meets such other requirements as
may be prescribed by the Secretary in regu-
lations or other guidance.

‘‘(iil) SPECIFIC APPRAISALS.—An individual
shall not be treated as a qualified appraiser
with respect to any specific appraisal un-
less—

‘(I) the individual demonstrates verifiable
education and experience in valuing the type
of property subject to the appraisal, and

““(IT) the individual has not been prohibited
from practicing before the Internal Revenue
Service by the Secretary under section 330(c)
of title 31, United States Code, at any time
during the 3-year period ending on the date
of the appraisal.”.

(2) REASONABLE CAUSE EXCEPTION.—Sub-
paragraphs (B) and (C) of section 6664(c)(3)
are amended to read as follows:

‘“(B) QUALIFIED APPRAISAL.—The term
‘qualified appraisal’ has the meaning given
such term by section 170(f)(11)(E)(i).

“(C) QUALIFIED APPRAISER.—The term
‘qualified appraiser’ has the meaning given
such term by section 170(f)(11)(E)(ii).”.

(d) DISCIPLINARY ACTIONS AGAINST AP-
PRAISERS.—Section 330(c) of title 31, United
States Code, is amended by striking ‘“‘with
respect to whom a penalty has been assessed
under section 6701(a) of the Internal Revenue
Code of 1986"".

(e) EFFECTIVE DATES.—

(1) MISSTATEMENT PENALTIES.—Except as
provided in paragraph (3), the amendments
made by subsection (a) shall apply to returns
filed after the date of the enactment of this
Act.

(2) APPRAISER PROVISIONS.—Except as pro-
vided in paragraph (3), the amendments
made by subsections (b), (¢), and (d) shall
apply to appraisals prepared with respect to
returns or submissions filed after the date of
the enactment of this Act.

(3) SPECIAL RULE FOR CERTAIN EASEMENTS.—
In the case of a contribution of a qualified
real property interest which is a restriction
with respect to the exterior of a building de-
scribed in section 170(h)(4)(C)(ii) of the Inter-
nal Revenue Code of 1986, and an appraisal
with respect to the contribution, the amend-
ments made by subsections (a) and (b) shall
apply to returns filed after December 16,
2004.

SEC. 321. ADDITIONAL STANDARDS FOR CREDIT
COUNSELING ORGANIZATIONS.

(a) IN GENERAL.—Section 501 (relating to
exemption from tax on corporations, certain
trusts, etc.) is amended by redesignating
subsection (q) as subsection (r) and by insert-
ing after subsection (p) the following new
subsection:

‘(q) SPECIAL RULES FOR CREDIT COUN-
SELING ORGANIZATIONS.—

‘(1) IN GENERAL.—An organization with re-
spect to which the provision of credit coun-
seling services is a substantial purpose shall
not be exempt from tax under subsection (a)
unless such organization is described in para-
graph (3) or (4) of subsection (c) and such or-
ganization is organized and operated in ac-
cordance with the following requirements:

““(A) The organization—

‘(i) provides credit counseling services tai-
lored to the specific needs and circumstances
of consumers,
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“(ii) makes no loans to debtors and does
not negotiate the making of loans on behalf
of debtors, and

‘‘(iii) does not promote, or charge any sep-
arate fee for, any service for the purpose of
improving any consumer’s credit record,
credit history, or credit rating.

‘(B) The organization does not refuse to
provide credit counseling services to a con-
sumer due to the inability of the consumer
to pay, the ineligibility of the consumer for
debt management plan enrollment, or the
unwillingness of the consumer to enroll in a
debt management plan.

‘(C) The organization establishes and im-
plements a fee policy which—

‘(i) requires that any fees charged to a
consumer for services are reasonable, and

‘“(ii) prohibits charging any fee based in
whole or in part on a percentage of the con-
sumer’s debt, the consumer’s payments to be
made pursuant to a debt management plan,
or the projected or actual savings to the con-
sumer resulting from enrolling in a debt
management plan.

‘(D) At all times the organization has a
board of directors or other governing body—

‘(i) which is controlled by persons who
represent the broad interests of the public,
such as public officials acting in their capac-
ities as such, persons having special knowl-
edge or expertise in credit or financial edu-
cation, and community leaders,

‘(ii) not more than 20 percent of the voting
power of which is vested in persons who are
employed by the organization or who will
benefit financially, directly or indirectly,
from the organization’s activities (other
than through the receipt of reasonable direc-
tors’ fees or the repayment of consumer debt
to creditors other than the credit counseling
organization or its affiliates), and

‘“(iii) not more than 49 percent of the vot-
ing power of which is vested in persons who
are employed by the organization or who will
benefit financially, directly or indirectly,
from the organization’s activities (other
than through the receipt of reasonable direc-
tors’ fees).

‘““(E) The organization does not own more
than 35 percent of—

‘(i) the total combined voting power of a
corporation which is in the business of lend-
ing money, repairing credit, or providing
debt management plan services, payment
processing, or similar services,

‘“(ii) the profits interest of a partnership
which is in the business of lending money,
repairing credit, or providing debt manage-
ment plan services, payment processing, or
similar services, and

‘“(iii) the beneficial interest of a trust or
estate which is in the business of lending
money, repairing credit, or providing debt
management plan services, payment proc-
essing, or similar services.

‘“(F) The organization receives no amount
for providing referrals to others for financial
services (including debt management serv-
ices) or credit counseling services to be pro-
vided to consumers, and pays no amount to
others for obtaining referrals of consumers.

‘(2) REQUIREMENTS UNDER SUBSECTION
(¢)(3).—In addition to the requirements
under paragraph (1), an organization with re-
spect to which the provision of credit coun-
seling services is a substantial purpose and
which is described in paragraph (3) of sub-
section (c) shall not be exempt from tax
under subsection (a) unless such organiza-
tion is organized and operated in accordance
with the following requirements:

‘“(A) The organization—

‘“(i) charges no fees (other than nominal
fees) for debt management plan services or
credit counseling services and waives any
fees if the consumer is unable to pay such
fees, and
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‘‘(ii) does not solicit contributions from
consumers during the initial counseling
process or while the consumer is receiving
services from the organization.

‘(B) The activities of the organization re-
lated to debt management plan services (in
the aggregate) do not exceed 25 percent of
the total activities of the organization ac-
tivities measured by any of the following:

‘(i) The time spent on activities.

‘“(ii) The resources dedicated to activities.

‘‘(iii) The effort expended by the organiza-
tion with respect to activities.

‘(iv) The sources of revenue of the organi-
zation.

‘“(v) Any other measures prescribed by the

Secretary.
‘(3) REQUIREMENTS UNDER SUBSECTION
(c)(4).—In addition to the requirements

under paragraph (1), an organization with re-
spect to which the provision of credit coun-
seling services is a substantial purpose and
which is described in paragraph (4) of sub-
section (c) shall not be exempt from tax
under subsection (a) unless such organiza-
tion—

‘“(A) is organized and operated such that it
charges no fees (other than nominal fees) for
credit counseling services and waives any
fees if the consumer is unable to pay such
fees, and

‘(B) notifies the Secretary, in such manner
as the Secretary may by regulations pre-
scribe, that it is applying for recognition as
a credit counseling organization.

‘(4) SECRETARIAL AUTHORITY.—The Sec-
retary may require any organization de-
scribed in paragraph (1) to submit such infor-
mation as the Secretary requires to verify
that such organization meets the require-
ments of this section.

¢(b) CREDIT COUNSELING SERVICES; DEBT
MANAGEMENT PLAN SERVICES.—For purposes
of this subsection—

“(A) CREDIT COUNSELING SERVICES.—The
term ‘credit counseling services’ means—

‘(i) the providing of educational informa-
tion to the general public on budgeting, per-
sonal finance, financial literacy, saving and
spending practices, and the sound use of con-
sumer credit,

‘‘(ii) the assisting of individuals and fami-
lies with financial problems by providing
them with counseling, or

‘‘(iii) a combination of the activities de-
scribed in clauses (i) and (ii).

‘“(B) DEBT MANAGEMENT PLAN SERVICES.—
The term ‘debt management plan services’
means services related to the repayment,
consolidation, or restructuring of a con-
sumer’s debt, and includes the negotiation
with creditors of lower interest rates, the
waiver or reduction of fees, and the mar-
keting and processing of debt management
plans.”.

(b) DEBT MANAGEMENT PLAN SERVICES
TREATED AS AN UNRELATED BUSINESS.—Sec-
tion 513 (relating to unrelated trade or busi-
ness) is amended by adding at the end the
following:

‘“(j) DEBT MANAGEMENT PLAN SERVICES.—
The term ‘unrelated trade or business’ in-
cludes—

‘(1) the provision of debt management plan
services (as defined in section 501(q)(4)(B)) by
an organization described in section 501(q) to
the extent such services are not substan-
tially related to the provision of credit coun-
seling services (as defined in section
501(q)(4)(A)) to a consumer, and

‘“(2) the provision of debt management plan
services (as so defined) by any organization
other than an organization which meets the
requirements of section 501(q).”".

(¢c) EFFECTIVE DATE.—

(1) IN GENERAL.—Except as provided in
paragraph (2), the amendments made by this



S550

section shall apply to taxable years begin-
ning after the date of the enactment of this
Act.

(2) TRANSITION RULE FOR EXISTING ORGANI-
ZATIONS.—In the case of any organization de-
scribed in paragraph (3) or (4) section 501(c)
of the Internal Revenue Code of 1986 and
with respect to which the provision of credit
counseling services is a substantial purpose
on the date of the enactment of this Act, the
amendments made by this section shall
apply to taxable years beginning after the
date which is 1 year after the date of the en-
actment of this Act.

SEC. 322. EXPANSION OF THE BASE OF TAX ON
PRIVATE FOUNDATION NET INVEST-
MENT INCOME.

(a) GROSS INVESTMENT INCOME.—

(1) IN GENERAL.—Paragraph (2) of section
4940(c) (relating to gross investment income)
is amended by adding at the end the fol-
lowing new sentence: ‘“‘Such term shall also
include income from sources similar to those
in the preceding sentence.”.

(2) CONFORMING AMENDMENT.—Subsection
(e) of section 509 (relating to gross invest-
ment income) is amended by adding at the
end the following new sentence: ‘‘Such term
shall also include income from sources simi-
lar to those in the preceding sentence.”’.

(b) CAPITAL GAIN NET INCOME.—Paragraph
(4) of section 4940(c) (relating to capital
gains and losses) is amended—

(1) in subparagraph (A), by striking ‘‘used
for the production of interest, dividends,
rents, and royalties’ and inserting ‘‘used for
the production of gross investment income
(as defined in paragraph (2))”’, and

(2) in subparagraph (C), by inserting ‘‘or
carrybacks’ after ‘“‘carryovers’.

(c) EFFECTIVE DATE.—The amendments
made by this section shall apply to taxable
years beginning after the date of the enact-
ment of this Act.

SEC. 323. DEFINITION OF CONVENTION OR ASSO-
CIATION OF CHURCHES.

Section 7701 (relating to definitions) is
amended by redesignating subsection(o) as
subsection (p) and by inserting after sub-
section (n) the following new subsection:

‘(o) CONVENTION OR ASSOCIATION OF
CHURCHES.—For purposes of this title, any
organization which is otherwise a convention
or association of churches shall not fail to so
qualify merely because the membership of
such organization includes individuals as
well as churches or because individuals have
voting rights in such organization.”.

SEC. 324. NOTIFICATION REQUIREMENT FOR EN-
TITIES NOT CURRENTLY REQUIRED
TO FILE.

(a) IN GENERAL.—Section 6033 (relating to
returns by exempt organizations), as amend-
ed by section 346 of this Act, is amended by
redesignating subsection (j) as subsection (k)
and by inserting after subsection (i) the fol-
lowing new subsection:

“(j) ADDITIONAL NOTIFICATION REQUIRE-
MENTS.—Any organization the gross receipts
of which in any taxable year result in such
organization being referred to in subsection
(a)(3)(A)(ii) or (a)(3)(B)—

‘(1) shall furnish annually, at such time
and in such manner as the Secretary may by
forms or regulations prescribe, information
setting forth—

‘“(A) the legal name of the organization,

‘(B) any name under which such organiza-
tion operates or does business,

‘“(C) the organization’s mailing address and
Internet web site address (if any),

‘(D) the organization’s taxpayer identi-
fication number,

‘“(E) the name and address of a principal
officer, and

‘““(F) evidence of the continuing basis for
the organization’s exemption from the filing
requirements under subsection (a)(1), and
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‘(2) upon the termination of the existence
of the organization, shall furnish notice of
such termination.”.

(b) Loss OF EXEMPT STATUS FOR FAILURE
To FILE RETURN OR NOTICE.—Section 6033 (re-
lating to returns by exempt organizations),
as amended by subsection (a), is amended by
redesignating subsection (k) as subsection (1)
and by inserting after subsection (j) the fol-
lowing new subsection:

“(k) LOosS OF EXEMPT STATUS FOR FAILURE
To FILE RETURN OR NOTICE.—

‘(1) IN GENERAL.—If an organization de-
scribed in subsection (a)(1) or (i) fails to file
an annual return or notice required under ei-
ther subsection for 3 consecutive years, such
organization’s status as an organization ex-
empt from tax under section 501(a) shall be
considered revoked on and after the date set
by the Secretary for the filing of the third
annual return or notice. The Secretary shall
publish and maintain a list of any organiza-
tion the status of which is so revoked.

‘(2) APPLICATION NECESSARY FOR REIN-
STATEMENT.—Any organization the tax-ex-
empt status of which is revoked under para-
graph (1) must apply in order to obtain rein-
statement of such status regardless of
whether such organization was originally re-
quired to make such an application.

“(3) RETROACTIVE REINSTATEMENT IF REA-
SONABLE CAUSE SHOWN FOR FAILURE.—If upon
application for reinstatement of status as an
organization exempt from tax under section
501(a), an organization described in para-
graph (1) can show to the satisfaction of the
Secretary evidence of reasonable cause for
the failure described in such paragraph, the
organization’s exempt status may, in the dis-
cretion of the Secretary, be reinstated effec-
tive from the date of the revocation under
such paragraph.”.

(¢) NO DECLARATORY JUDGMENT RELIEF.—
Section 7428(b) (relating to limitations) is
amended by adding at the end the following
new paragraph:

‘“(4) NONAPPLICATION FOR CERTAIN REVOCA-
TIONS.—No action may be brought under this
section with respect to any revocation of
status described in section 6033(k)(1).”.

(d) No INSPECTION REQUIREMENT.—Section
6104(b) (relating to inspection of annual in-
formation returns) is amended by inserting
‘“‘(other than subsection (j) thereof)” after
‘6033,

(e) NO DISCLOSURE REQUIREMENT.—Section
6104(d)(3) (relating to exceptions from disclo-
sure requirements) is amended by redesig-
nating subparagraph (B) as subparagraph (C)
and by inserting after subparagraph (A) the
following new subparagraph:

“(B) NONDISCLOSURE OF ANNUAL NOTICES.—
Paragraph (1) shall not require the disclosure
of any notice required under section 6033(j).”".

(f) NOo MONETARY PENALTY FOR FAILURE TO
NOTIFY.—Section 6652(c)(1) (relating to an-
nual returns under section 6033 or 6012(a)(6))
is amended by adding at the end the fol-
lowing new subparagraph:

‘“(E) NO PENALTY FOR CERTAIN ANNUAL NO-
TICES.—This paragraph shall not apply with
respect to any notice required under section
6033(j)."”".

(g) SECRETARIAL
MENTS.—

(1) NOTICE REQUIREMENT.—The Secretary of
the Treasury shall notify in a timely manner
every organization described in section
6033(j) of the Internal Revenue Code of 1986
(as added by this section) of the requirement
under such section 6033(j) and of the penalty
established under section 6033(k)—

(A) by mail, in the case of any organization
the identity and address of which is included
in the list of exempt organizations main-
tained by the Secretary, and

(B) by Internet or other means of outreach,
in the case of any other organization.
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(2) LOSS OF STATUS PENALTY FOR FAILURE
TO FILE RETURN.—The Secretary of the Treas-
ury shall publicize in a timely manner in ap-
propriate forms and instructions and
through other appropriate means, the pen-
alty established under section 6033(k) of such
Code for the failure to file a return under
section 6033(a)(1) of such Code.

(h) EFFECTIVE DATE.—The amendments
made by this section shall apply to notices
and returns with respect to annual periods
beginning after 2005.

SEC. 325. DISCLOSURE TO STATE OFFICIALS OF
PROPOSED ACTIONS RELATED TO
EXEMPT ORGANIZATIONS.

(a) IN GENERAL.—Subsection (c) of section
6104 is amended by striking paragraph (2) and
inserting the following new paragraphs:

¢“(2) DISCLOSURE OF PROPOSED ACTIONS RE-
LATED TO CHARITABLE ORGANIZATIONS.—

““(A) SPECIFIC NOTIFICATIONS.—In the case
of an organization to which paragraph (1) ap-
plies, the Secretary may disclose to the ap-
propriate State officer—

‘(i) a notice of proposed refusal to recog-
nize such organization as an organization de-
scribed in section 501(c)(3) or a notice of pro-
posed revocation of such organization’s rec-
ognition as an organization exempt from
taxation,

‘‘(ii) the issuance of a letter of proposed de-
ficiency of tax imposed under section 507 or
chapter 41 or 42, and

‘“(iii) the names, addresses, and taxpayer
identification numbers of organizations
which have applied for recognition as organi-
zations described in section 501(c)(3).

‘“(B) ADDITIONAL DISCLOSURES.—Returns
and return information of organizations with
respect to which information is disclosed
under subparagraph (A) may be made avail-
able for inspection by or disclosed to an ap-
propriate State officer.

‘(C) PROCEDURES FOR DISCLOSURE.—Infor-
mation may be inspected or disclosed under
subparagraph (A) or (B) only—

‘(i) upon written request by an appropriate
State officer, and

‘‘(ii) for the purpose of, and only to the ex-
tent necessary in, the administration of
State laws regulating such organizations.
Such information may only be inspected by
or disclosed to representatives of the appro-
priate State officer designated as the indi-
viduals who are to inspect or to receive the
returns or return information under this
paragraph on behalf of such officer. Such
representatives shall not include any con-
tractor or agent.

‘(D) DISCLOSURES OTHER THAN BY RE-
QUEST.—The Secretary may make available
for inspection or disclose returns and return
information of an organization to which
paragraph (1) applies to an appropriate State
officer of any State if the Secretary deter-
mines that such inspection or disclosure may
facilitate the resolution of Federal or State
issues relating to the tax-exempt status of
such organization.

‘‘(3) DISCLOSURE WITH RESPECT TO CERTAIN
OTHER EXEMPT ORGANIZATIONS.—Upon written
request by an appropriate State officer, the
Secretary may make available for inspection
or disclosure returns and return information
of an organization described in paragraph (2),
@), (6), (M, (8), (10), or (13) of section 501(c) for
the purpose of, and to the extent necessary
in, the administration of State laws regu-
lating the solicitation or administration of
the charitable funds or charitable assets of
such organizations. Such information may
be inspected only by or disclosed only to rep-
resentatives of the appropriate State officer
designated as the individuals who are to in-
spect or to receive the returns or return in-
formation under this paragraph on behalf of
such officer. Such representatives shall not
include any contractor or agent.
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‘“(4) USE IN CIVIL JUDICIAL AND ADMINISTRA-
TIVE PROCEEDINGS.—Returns and return in-
formation disclosed pursuant to this sub-
section may be disclosed in civil administra-
tive and civil judicial proceedings pertaining
to the enforcement of State laws regulating
such organizations in a manner prescribed by
the Secretary similar to that for tax admin-
istration proceedings under section
6103(h)(4).

“(6) NO DISCLOSURE IF IMPAIRMENT.—Re-
turns and return information shall not be
disclosed under this subsection, or in any
proceeding described in paragraph (4), to the
extent that the Secretary determines that
such disclosure would seriously impair Fed-
eral tax administration.

‘‘(6) DEFINITIONS.—For purposes of this sub-
section—

““(A) RETURN AND RETURN INFORMATION.—
The terms ‘return’ and ‘return information’
have the respective meanings given to such
terms by section 6103(b).

‘“(B) APPROPRIATE STATE OFFICER.—The
term ‘appropriate State officer’ means—

‘(i) the State attorney general,

‘“(ii) the State tax officer,

‘(iii) in the case of an organization to
which paragraph (1) applies, any other State
official charged with overseeing organiza-
tions of the type described in section
501(c)(3), and

‘“(iv) in the case of an organization to
which paragraph (3) applies, the head of an
agency designated by the State attorney
general as having primary responsibility for
overseeing the solicitation of funds for chari-
table purposes.”.

(b) CONFORMING AMENDMENTS.—

(1) Subparagraph (A) of section 6103(p)(3) is
amended by inserting ‘‘an section 6104(c)”’
after ‘‘section’ in the first sentence.

(2) Paragraph (4) of section 6103(p) is
amended—

(A) in the matter preceding subparagraph
(A), by inserting ‘¢, or any appropriate State
officer (as defined in section 6104(c)),”” before
‘“‘or any other person’’,

(B) in subparagraph (F)(i), by inserting ‘‘or
any appropriate State officer (as defined in
section 6104(c)),” before ‘‘or any other per-
son”’, and

(C) in the matter following subparagraph
(F), by inserting ‘‘, an appropriate State offi-
cer (as defined in section 6104(c)),” after ‘‘in-
cluding an agency’’ each place it appear.

(3) The heading for paragraph (1) of section
6104(c) is amended by inserting ‘‘FOR CHARI-
TABLE ORGANIZATIONS” after “‘RULE”.

(4) Paragraph (2) of section 7213(a) is
amended by inserting ‘‘or under section
6104(c)”’ after “6103"".

(56) Paragraph (2) of section 7213A(a) is
amended by inserting ‘‘or 6104(c)”’ after
6103,

(6) Paragraph (2) of section 7431(a) is
amended by inserting ‘‘(including any disclo-

sure in violation of section 6014(c)” after
€6103”".
(c) EFFECTIVE DATE.—The amendments

made by this section shall take effect on the
date of the enactment of this Act but shall
not apply to requests made before such date.

PART II-IMPROVED ACCOUNTABILITY OF
DONOR ADVISED FUNDS

SEC. 331. EXCISE TAX ON SPONSORING ORGANI-
ZATIONS OF DONOR ADVISED FUNDS
FOR FAILURE TO MEET DISTRIBU-
TION REQUIREMENTS.

(a) IN GENERAL.—Chapter 42 (relating to
private foundations and certain other tax-ex-
empt organizations), as amended by section
311, is amended by adding at the end the fol-
lowing new subchapter:
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“Subchapter G—Donor Advised Funds
‘‘Sec. 4967. Taxes on sponsoring organiza-
tions of donor advised funds for
failure to meet distributions re-
quirements
‘‘Sec. 4968. Taxes on prohibited distributions
‘“Sec. 4969. Taxes on prohibited benefits
“SEC. 4967. TAXES ON SPONSORING ORGANIZA-
TIONS OF DONOR ADVISED FUNDS
FOR FAILURE TO MEET DISTRIBU-
TION REQUIREMENTS.

‘‘(a) INITIAL TAX.—There is hereby imposed
on any sponsoring organization a tax equal
to 30 percent of each of the following
amounts:

‘(1) The organization level undistributed
amount of such sponsoring organization
(other than any organization subject to tax
under section 4942) for any taxable year
which has not been distributed before the
first day of the second (or any succeeding)
taxable year following such taxable year (if
such first day falls within the taxable pe-
riod).

‘(2) The fund level undistributed amount
of any donor advised fund of such sponsoring
organization for any taxable year which has
not been distributed before the 181st day of
the first (or any succeeding) taxable year fol-
lowing the applicable period (if such 181st
day falls within the taxable period).

“@@) The illiquid fund undistributed
amount of any illiquid asset donor advised
fund of such sponsoring organization for any
taxable year which has not been distributed
before the 181st day of the second (or any
succeeding) taxable year following such tax-
able year (if such 181st day falls within the
taxable period).

‘“(b) ADDITIONAL TAX.—In any case in
which an initial tax is imposed under sub-
section (a) on any amount, if any portion of
such amount remains undistributed at the
close of the taxable period, there is hereby
imposed a tax equal to 100 percent of the
amount remaining undistributed at such
time.

“(c) ORGANIZATION LEVEL UNDISTRIBUTED
AMOUNT; FUND LEVEL  UNDISTRIBUTED
AMOUNT; ILLIQUID FUND UNDISTRIBUTED
AMOUNT.—For purposes of this section—

‘(1) ORGANIZATION LEVEL UNDISTRIBUTED
AMOUNT.—The term ‘organization level un-
distributed amount’ means, with respect to
any sponsoring organization for any taxable
year, the amount by which—

‘“(A) the organization level distributable
amount for such taxable year, exceeds

‘“(B) the qualifying distributions made dur-
ing such taxable year and designated for the
purpose of reducing such amount.

“(2) FUND LEVEL UNDISTRIBUTED AMOUNT.—
The term ‘fund level undistributed amount’
means, with respect to any donor advised
fund of a sponsoring organization for any ap-
plicable period, the amount by which—

““(A) the fund level distributable amount
for such applicable period, exceeds

‘(B) the qualifying distributions made dur-
ing such applicable period and designated for
the purpose of reducing such amount.

“(3) ILLIQUID FUND UNDISTRIBUTED
AMOUNT.—

“(A) IN GENERAL.—The term ‘illiquid fund
undistributed amount’ means, with respect
to any illiquid asset donor advised fund of a
sponsoring organization for any taxable
year, the amount by which—

‘(1) the illiquid fund distributable amount
for such taxable year, exceeds

‘‘(i1) the qualifying distributions made dur-
ing such taxable year and designated for the
purpose of reducing such amount.

¢(B) ILLIQUID ASSET DONOR ADVISED FUND.—
The term °‘illiquid asset donor advised fund’
means for any taxable year a donor advised
fund the value of the illiquid assets of which
(as of the end of the preceding taxable year)
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exceeds 10 percent of the value of the total
assets of such fund.

“(C) ILLIQUID ASSET.—The term ‘illiquid
asset’ means for any taxable year any asset
other than cash and marketable securities
the value of which is held for the entire tax-
able year as such asset or any other illiquid
asset.

“(d) ORGANIZATION LEVEL DISTRIBUTABLE
AMOUNT; FUND LEVEL  DISTRIBUTABLE
AMOUNT; ILLIQUID FUND DISTRIBUTABLE
AMOUNT.—For purposes of this section—

‘(1) ORGANIZATION LEVEL DISTRIBUTABLE
AMOUNT.—The term ‘organization level dis-
tributable amount’ means, with respect to
any sponsoring organization for any taxable
year, an amount equal to the applicable per-
centage of the fair market value of the ag-
gregate assets of all donor advised funds
maintained by such organization as deter-
mined on the last day of the preceding tax-
able year (other than such funds which have
been in existence for less than 1 year as so
determined).

‘“(2) FUND LEVEL DISTRIBUTABLE AMOUNT.—
The term ‘fund level distributable amount’
means, with respect to any donor advised
fund of any sponsoring organization for any
applicable 3-consecutive taxable year period,
an amount equal to the greater of—

“(A) $250, or

‘(B) 2.5 percent of the greater of—

‘(i) the average of the sponsoring organiza-
tion’s required minimum initial contribution
amount for such period, or

‘‘(ii) the average of the sponsoring organi-
zation’s required minimum balance for such
period,
for the type of donor with respect to such
donor advised fund.

“@3) ILLIQUID FUND DISTRIBUTABLE
AMOUNT.—The term ‘illiquid fund distribut-
able amount’ means, with respect to any il-
liquid asset donor advised fund of any spon-
soring organization for any taxable year, an
amount equal to the applicable percentage of
the value of the assets in such fund as deter-
mined at the end of the preceding taxable
year.

‘(4) APPLICABLE PERCENTAGE.—For pur-
poses of paragraphs (1) and (3), the applicable
percentage is—

‘“(A) 3 percent for the first taxable year be-
ginning after the date of the enactment of
this section,

‘“(B) 4 percent for the second taxable year
beginning after such date, and

‘(C) b percent for any taxable year begin-
ning after the second taxable year beginning
after such date.

‘‘(e) QUALIFYING DISTRIBUTION.—For pur-
poses of this section—

‘(1) IN GENERAL.—The term ‘qualifying dis-
tribution’ means—

““(A) any amount paid by the sponsoring
organization from a donor advised fund—

‘(i) to any organization described in sec-
tion 170(b)(1)(A) (other than any organization
described in section 509(a)(3)) or any spon-
soring organization if such amount is for
maintenance in a donor advised fund), and

‘“(ii) notwithstanding clause (i), to any or-
ganization described section 170(f)(17)(B)(ii),
but only to the extent not prohibited by reg-
ulations, and

“(B) any amount set aside in such donor

advised fund for purposes, and under proce-
dures similar to those, described in section
4942(g)(2).
Such term shall also include any amount
paid during any taxable year for reasonable
and necessary administrative expenses
charged to a donor advised fund by a spon-
soring organization.

¢“(2) DISTRIBUTIONS TO SPONSORING ORGANI-
ZATIONS.—

‘““(A) IN GENERAL.—Except as provided in
subparagraph (B), such term shall include
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any distribution to a sponsoring organiza-
tion.

“(B) ORGANIZATION LEVEL DISTRIBUTIONS.—
For purposes of subsection (c)(1)(B), such
term shall not include any distribution to a
sponsoring organization unless such distribu-
tion is designated for use in connection with
a charitable program of such organization.

¢“(3) PURPOSE OF DISTRIBUTION.—Each quali-
fying distribution shall be taken into ac-
count in determining whether each of the re-
quirements of paragraphs (1), (2), and (3) of
subsection (a) are met, except that only
qualifying distributions from a donor advised
fund shall be taken into account in deter-
mining whether the requirements of para-
graphs (2) and (3) of subsection (a) are met
with respect to the fund.

‘(4) DESIGNATION OF TAXABLE YEAR.—

‘““(A) IN GENERAL.—A sponsoring organiza-
tion shall designate the taxable years or ap-
plicable periods with respect to which any
qualifying distribution shall be applied for
purposes of satisfying the distribution re-
quirements of such taxable year or applica-
ble period.

‘(B) CARRYOVER OF EXCESS DISTRIBUTION
DESIGNATIONS.—If a sponsoring organization
designates an amount of qualifying distribu-
tions in excess of the amount necessary to
meet the distribution requirements for all
taxable years and all applicable periods, the
sponsoring organization may designate such
excess as a carryover distribution which may
be applied for purposes of satisfying the dis-
tribution requirements of the succeeding 5
taxable years.

“(f) VALUATION RULES.—For purposes of de-
termining the value of any asset held by a
donor advised fund, the following rules shall
apply:

(1) Securities for which market
quotations are readily available shall be val-
ued at fair market value determined on a
monthly basis.

‘‘(2) Cash shall be determined on an aver-
age monthly basis.

‘“(3) Any illiquid asset transferred by a
donor to a sponsoring organization for main-
tenance in such donor advised fund shall be
valued in an amount equal to the sum of—

“‘(A) the value of such asset claimed by the
donor for purposes of determining the do-
nor’s deduction under section 170, 2055, or
2522 with respect to such transfer and re-
ported by the donor to the sponsoring orga-
nization (in any manner specified by the Sec-
retary), and

‘(B) an assumed annual rate of return of 5
percent of such value.

‘‘(4) Any illiquid asset purchased by such
fund shall be valued in an amount equal to—

‘‘(A) the purchase price paid for such asset
by such fund, and

‘(B) an assumed annual rate of return of 5
percent of such value.

¢“(g) SPONSORING ORGANIZATION; DONOR AD-
VISED FUND.—For purposes of this sub-
chapter—

(1) SPONSORING ORGANIZATION.—The term
‘sponsoring organization’ means any organi-
zation which—

““(A) is described in section 170(c) (other
than in paragraph (1) thereof, and without
regard to paragraph (2)(A) thereof), and

‘(B) maintains 1 or more donor advised
funds.

¢“(2) DONOR ADVISED FUND.—

‘““(A) IN GENERAL.—Except as provided in
subparagraph (B), the term ‘donor advised
fund’ means a fund or account—

‘(i) which is separately identified by ref-
erence to contributions of a donor or donors,

‘“(ii) which is owned and controlled by a
sponsoring organization, and

‘“(iii) with respect to which a donor or any
person appointed or designated by such per-
son) has, or reasonably expects to have, advi-
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sory privileges with respect to the distribu-
tion or investment of amounts held in such
fund or account by reason of the donor’s sta-
tus as a donor.

‘(B) EXCEPTION.—The term ‘donor advised
fund’ shall not include any fund or account
with respect to which a person described in
subparagraph (A)(iii) advises as to which in-
dividuals receive grants for travel, study, or
other similar purposes, but only if—

‘“(i) such person’s advisory privileges are
performed exclusively by such person in the
person’s capacity as a member of a com-
mittee appointed by the sponsoring organiza-
tion,

‘(i) no combination of persons described
in subparagraph (A)(iii) (or persons related
to such persons) control, directly or indi-
rectly, such committee, and

‘“(iii) all grants from such fund or account
satisfy requirements similar to those de-
scribed in section 4945(g) (concerning grants
to individuals by private foundations).

‘“(C) SECRETARIAL AUTHORITY.—The Sec-
retary may exempt a fund or account from
treatment as a donor advised fund which—

‘(1) is advised by committee not directly
or indirectly controlled by the donor or advi-
sor (and any related parties), or

‘“(ii) will benefit a single identified organi-
zation or governmental entity or a single
identified charitable purpose.

“(h) OTHER DEFINITIONS.—For purposes of
this section—

‘(1) TAXABLE PERIOD.—The term ‘taxable
period’ means, with respect to the undistrib-
uted amount for any taxable year, the period
beginning with the first day of the taxable
yvear and ending on the earlier of—

‘“(A) the date of mailing of a notice of defi-
ciency with respect to the tax imposed by
subsection (a) under section 6212, or

‘“(B) the date on which the tax imposed by
subsection (a) is assessed.

‘“(2) APPLICABLE PERIOD.—The term ‘appli-
cable period’ means, with respect to any
donor advised fund of any sponsoring organi-
zation, a 3-consecutive taxable year period
determined under the following rules:

‘“(A) The first applicable 3-consecutive tax-
able year period for any donor advised fund
shall begin on the first day of the first tax-
able year of the sponsoring organization be-
ginning after the date such fund has been in
existence for 1 year.

‘“(B) Any applicable 3-consecutive taxable
year period after the first such period shall
begin on the day after the termination of
any preceding applicable 3-consecutive tax-
able year period with respect to such donor
advised fund.

‘(i) REGULATIONS.—The Secretary may
issue such regulations as are necessary to
carry out the purposes of this section, in-
cluding regulations regarding—

‘(1) the acceptable methods for calculating
the organization level undistributed amount
for sponsoring organizations,

‘“(2) the allowable adjustments in the de-
termination of the value of any illiquid asset
where the asset value has declined signifi-
cantly after a contribution to, or purchase
by, the donor advised fund, and

“(3) the treatment or disregard of trans-
actions designed to avoid the application of
the illiquid asset rules, such as through ex-
changes of illiquid assets for other assets.
“SEC. 4968. TAXES ON PROHIBITED DISTRIBU-

TIONS.

“‘(a) IMPOSITION OF TAXES.—

‘(1) ON THE DONOR OR DONOR ADVISOR.—
There is hereby imposed on the advice of any
person described in section 4967(g)(2)(A)({ii)
to have a sponsoring organization of a donor
advised fund make a taxable distribution
from such fund a tax equal to 20 percent of
the amount thereof. The tax imposed by this
paragraph shall be paid by such person who
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advised the sponsoring organization of the
donor advised fund to make the distribution.

‘(2) ON THE FUND MANAGEMENT.—There is
hereby imposed on the agreement of any
fund manager to the making of a distribu-
tion, knowing that it is a taxable distribu-
tion, a tax equal to 5 percent of the amount
thereof, unless such agreement is not willful
and is due to reasonable cause. The tax im-
posed by this paragraph shall be paid by any
fund manager who agreed to the making of
the distribution.

‘“(b) JOINT AND SEVERAL LIABILITY.—For
purposes of subsection (a), if more than one
person is liable under subsection (a)(1) or
(a)(2) with respect to the making of a taxable
distribution, all such persons shall be jointly
and severally liable under such paragraph
with respect to such distribution.

“‘(c) TAXABLE DISTRIBUTION.—For purposes
of this subsection—

‘(1 IN GENERAL.—The term ‘taxable dis-
tribution’ means any distribution from a
donor advised fund to any person other than
the sponsoring organization’s non donor ad-
vised funds or accounts or organizations de-
scribed in section 170(b)(1)(A) (other than
any organization described in section
509(a)(3) or any sponsoring organization if
such amount is for maintenance in a donor
advised fund).

‘“(2) EXCEPTION.—Notwithstanding para-
graph (1), such term shall not include any
distribution from a donor advised fund to
any organization described section
170(H(A7)(B)(ii) to the extent such distribu-
tion is not prohibited under regulations.

“(d) FUND MANAGER.—For purposes of this
subchapter, the term ‘fund manager’ means,
with respect to any sponsoring organization
of a donor advised fund—

‘(1) an officer, director, or trustee of such
sponsoring organization (or an individual
having powers or responsibilities similar to
those of officers, directors, or trustees of the
sponsoring organization), and

‘(2) with respect to any act (or failure to
act), the employees of the sponsoring organi-
zation having authority or responsibility
with respect to such act (or failure to act).
“SEC. 4969. TAXES ON PROHIBITED BENEFITS.

“‘(a) IMPOSITION OF TAXES.—

‘(1) ON THE DONOR, DONOR ADVISOR, OR RE-
LATED PERSON.—There is hereby imposed on
the advice of any person described in sub-
section (c) to have a sponsoring organization
of a donor advised fund make a distribution
from such fund which results in such a per-
son receiving, directly or indirectly, a more
than incidental benefit as a result of such
distribution, a tax equal to 25 percent of the
amount of such distribution. The tax im-
posed by this paragraph shall be paid by such
person who advised the sponsoring organiza-
tion of the donor advised fund to make the
distribution.

‘(2) ON THE RECIPIENT OF THE BENEFIT.—
There is hereby imposed on any person de-
scribed in subsection (¢) who receives a ben-
efit described in paragraph (1), a tax equal to
25 percent of the amount of the distribution
described in paragraph (1).

“(3) ON THE FUND MANAGEMENT.—There is
hereby imposed on the agreement of any
fund manager to the making of a distribu-
tion, knowing that such distribution would
confer a benefit described in paragraph (1), a
tax equal to 10 percent of the amount of such
distribution, unless such agreement is not
willful and is due to reasonable cause. The
tax imposed by this paragraph shall be paid
by any fund manager who agreed to the mak-
ing of the distribution.

“(b) JOINT AND SEVERAL LIABILITY.—For
purposes of subsection (a), if more than one
person is liable under subsection (a)(1), (a)(2),
or (a)(3) with respect to the making of a dis-
tribution described in subsection (a), all such
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persons shall be jointly and severally liable
under such paragraph with respect to such
distribution.

“(c) DONOR, DONOR ADVISOR, OR RELATED
PERSON.—A person is described in this sub-
section if such person is described in section
4958(f)(1)(D) (determined without regard to
any investment advisor).”.

(b) ABATEMENT OF TAXES ALLOWED.—Sec-
tion 4963 is amended—

(1) by inserting 4967, 4968, 4969,” after
¢“4958,”” each place it appears in subsections
(a) and (¢),

(2) by inserting ‘4967, after ‘‘4958,”’ in sub-
section (b),

(3) in subsection (d)(2), by striking ‘“‘and”
at the end of subparagraph (B), by striking
the period at the end of subparagraph (C) and
inserting ‘‘, and”’, and by adding at the end
the following new subparagraph:

‘(D) in the case of the second tier tax im-
posed by section 4967(b), reducing the
amount of the wundistributed amount to
zero.”’, and

(4) in subsection (e)(2), by redesignating
subparagraphs (C) and (D) as subparagraphs
(E) and (F), respectively, and by inserting
after subparagraph (B) the following new
subparagraphs:

‘(C) in the case of section 4967(a)(1), on the
first day of the taxable year for which there
was a failure to distribute,

‘(D) in the case of paragraph (2) or (3) of
section 4967(a), on the 181st day of the tax-
able year for which there was a failure to
distribute,”.

(c) CONFORMING AMENDMENT.—The table of
subchapters of chapter 42 is amended by add-
ing at the end the following new item:

‘‘SUBCHAPTER G. DONOR ADVISED FUNDS.”".

(d) EFFECTIVE DATE.—The amendments
made by this section shall apply to taxable
years beginning after the date of the enact-
ment of this Act.

SEC. 332. PROHIBITED TRANSACTIONS.

(a) DISQUALIFIED PERSONS.—

(1) IN GENERAL.—Paragraph (1) of section
4958(f) is amended by striking ‘‘and’ at the
end of subparagraph (B), by striking the pe-
riod at the end of subparagraph (C) and in-
serting ‘‘, and”’, and by adding after subpara-
graph (C) the following new subparagraph:

‘(D) any person who is described in para-
graph (7) with respect to any sponsoring or-
ganization (as defined in section 4967(g)(1)).”.

(2) DONORS, DONOR ADVISORS, AND INVEST-
MENT ADVISORS TREATED AS DISQUALIFIED
PERSONS.—Section 4958(f) is amended by add-
ing at the end the following new paragraph:

*“(7) DONORS, DONOR ADVISORS, AND INVEST-
MENT ADVISORS WITH RESPECT TO SPONSORING
ORGANIZATIONS.—For purposes of paragraph
ODd)—

‘“(A) IN GENERAL.—A person is described in
this paragraph if such person—

‘“(i) is described in section 4967(g)(2)(A)(iii),

‘“(ii) is an investment advisor,

‘“(iii) is a member of the family of an indi-
vidual described in clause (i) or (ii), or

‘(iv) is a 3b-percent controlled entity (as
defined in paragraph (3) by substituting ‘per-
sons described in clause (i), (ii), or (iii) of
paragraph (7)(A)’ for ‘persons described in
subparagraph (A) or (B) of paragraph (1)’ in
subparagraph (A)(i) thereof).

‘(B) INVESTMENT ADVISOR.—The term ‘in-
vestment advisor’ means, with respect to
any sponsoring organization (as defined in
section 4967(g)(1)), any person (other than an
employee of such organization) compensated
by such organization for managing the in-
vestment of, or providing investment advice
with respect to, assets maintained in donor
advised funds (as defined in section
4967(g)(2)) owned by such organization.”.

(3) DONORS, DONOR ADVISORS, AND INVEST-
MENT ADVISORS TREATED AS DISQUALIFIED
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PERSONS WITH RESPECT TO A SPONSORING OR-
GANIZATION WHICH IS A PRIVATE FOUNDATION.—
Section 4946(a)(1) is amended by striking
‘“‘and” at the end of subparagraph (H), by
striking the period at the end of subpara-
graph (I) and inserting ‘‘, and”’, and by add-
ing at the end the following new subpara-

graph:
“(J) a person described in section
4958(£)(1)(D).”".

(b) CERTAIN TRANSACTIONS TREATED AS EX-
CESS BENEFIT TRANSACTIONS.—

(1) IN GENERAL.—Section 4958(c) is amended
by redesignating paragraph (2) as paragraph
(3) and by inserting after paragraph (1) the
following new paragraph:

“(2) SPECIAL RULES FOR DONOR ADVISED
FUNDS OWNED BY SPONSORING ORGANIZA-
TIONS.—In the case of any donor advised fund
(as defined in section 4967(g)(2)) of a spon-
soring organization (as defined in section
4967(g)(1)—

‘“(A) the term ‘excess benefit transaction’
includes any grant, loan, compensation, or
other payment from such fund to a person
described in subsection (f)(1)(D) (determined
without regard to any investment advisor)
with respect to such fund, and

‘(B) the term ‘excess benefit’ includes,
with respect to any transaction described in
subparagraph (A), the amount of any such
grant, loan, compensation, or other pay-
ment.

‘“Notwithstanding the last sentence of sub-
section (e), a sponsoring organization shall
be treated as an applicable tax-exempt orga-
nization to the extent necessary to carry out
this paragraph.”.

(2) SPECIAL RULE FOR CORRECTION OF TRANS-
ACTION.—Section 4958(f)(6) is amended by in-
serting ‘‘, except that in the case of any cor-
rection of an excess benefit transaction de-
scribed in subsection (¢)(2), no amount re-
paid in a manner prescribed by the Secretary
may be held in, or credited to, any donor ad-
vised fund’’ after ‘‘standards’.

(c) EFFECTIVE DATE.—The amendments
made by this section shall apply to taxable
yvears beginning after the date of the enact-
ment of this Act.

SEC. 333. TREATMENT OF CHARITABLE CON-
TRIBUTION DEDUCTIONS TO DONOR
ADVISED FUNDS.

(a) INCOME.—Section 170(f) (relating to dis-
allowance of deduction in certain cases and
special rules), as amended by section 318 of
this Act, is amended by adding at the end
the following new paragraph:

“(17) CONTRIBUTIONS TO DONOR ADVISED
FUNDS.—

‘“(A) IN GENERAL.—A deduction otherwise
allowed under subsection (a) for any con-
tribution to a sponsoring organization (as
defined in section 4967(g)(1)) to be main-
tained in any donor advised fund (as defined
in section 4967(g)(2)) of such organization
shall only be allowed if—

‘(1) such sponsoring organization is not de-
scribed in paragraph (3), (4), or (5) of sub-
section (c) or section 509(a)(3), and

‘(i) the taxpayer obtains a contempora-
neous written acknowledgment (determined
under rules similar to the rules of paragraph
(8)(C) from the sponsoring organization that
such organization has exclusive legal control
over the assets contributed.

¢(B) CONTRIBUTIONS TO TYPE I OR TYPE II
SUPPORTING ORGANIZATIONS.—

‘(i) IN GENERAL.—Notwithstanding sub-
paragraph (A)(i), a contribution to a spon-
soring organization (as so defined) described
in clause (ii) to be maintained in any donor
advised fund (as so defined) of such organiza-
tion shall be allowed to the extent not pro-
hibited by regulations.

¢‘(i1) ORGANIZATION DESCRIBED.—An organi-
zation is described in this clause if the orga-
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nization meets the requirements of subpara-
graphs (A) and (C) of section 509(a)(3) and is—

‘() operated, supervised, or controlled by
one or more organizations described in para-
graph (1) or (2) of section 509(a), or

““(IT) supervised or controlled in connection
with one or more such organizations.”.

(b) ESTATE.—Section 2055(e) is amended by
adding at the end the following new para-
graph:

¢“(6) CONTRIBUTIONS TO DONOR ADVISED
FUNDS.—

‘““(A) IN GENERAL.—A deduction otherwise
allowed under subsection (a) for any con-
tribution to a sponsoring organization (as
defined in section 4967(g)(1)) to be main-
tained in any donor advised fund (as defined
in section 4967(g2)(2)) of such organization
shall only be allowed if—

‘(i) such sponsoring organization is not de-
scribed in paragraph (3) or(4) of subsection
(a) or section 509(a)(3), and

‘(i) the taxpayer obtains a contempora-
neous written acknowledgment (determined
under rules similar to the rules of section
170(£)(8)(C)) from the sponsoring organization
that such organization has exclusive legal
control over the assets contributed.

‘(B) CONTRIBUTIONS TO TYPE I OR TYPE II
SUPPORTING ORGANIZATIONS.—

‘(i) IN GENERAL.—Notwithstanding sub-
paragraph (A)(i), a contribution to a spon-
soring organization (as so defined) described
in clause (ii) to be maintained in any donor
advised fund (as so defined) of such organiza-
tion shall be allowed to the extent not pro-
hibited by regulations.

‘(i) ORGANIZATION DESCRIBED.—An organi-
zation is described in this clause if the orga-
nization meets the requirements of subpara-
graphs (A) and (C) of section 509(a)(3) and is—

‘() operated, supervised, or controlled by
one or more organizations described in para-
graph (1) or (2) of section 509(a), or

‘“(IT) supervised or controlled in connection
with one or more such organizations.”.

(c) GIFT.—Section 2522(c) is amended by
adding at the end the following new para-
graph:

¢“(13) CONTRIBUTIONS TO DONOR ADVISED
FUNDS.—

““(A) IN GENERAL.—A deduction otherwise
allowed under subsection (a) for any con-
tribution to a sponsoring organization (as
defined in section 4967(g)(1)) to be main-
tained in any donor advised fund (as defined
in section 4967(g2)(2)) of such organization
shall only be allowed if—

‘“(i) such sponsoring organization is not de-
scribed in paragraph (3) or (4) of subsection
(a) or section 509(a)(3), and

‘“(ii) the taxpayer obtains a contempora-
neous written acknowledgment (determined
under rules similar to the rules of section
170(£)(8)(C)) from the sponsoring organization
that such organization has exclusive legal
control over the assets contributed.

‘(B) CONTRIBUTIONS TO TYPE I OR TYPE II
SUPPORTING ORGANIZATIONS.—

‘(i) IN GENERAL.—Notwithstanding sub-
paragraph (A)(i), a contribution to a spon-
soring organization (as so defined) described
in clause (ii) to be maintained in any donor
advised fund (as so defined) of such organiza-
tion shall be allowed to the extent not pro-
hibited by regulations.

‘(i) ORGANIZATION DESCRIBED.—An organi-
zation is described in this clause if the orga-
nization meets the requirements of subpara-
graphs (A) and (C) of section 509(a)(3) and is—

‘() operated, supervised, or controlled by
one or more organizations described in para-
graph (1) or (2) of section 509(a), or

‘“(IT) supervised or controlled in connection
with one or more such organizations.”.

(d) REGULATIONS.—The regulations pre-
scribed under sections 170(H)A7)(B)(@),
20565(e)(5)(B)(1), 2522(c)(13)(B)(1),
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4967(e)(1)(A)(ii), and 4968(c)(2) of the Internal
Revenue Code of 1986 shall deny a deduction
for contributions to sponsoring organiza-
tions (as defined in section 4967(g)(1) of such
Code) which are described in section
170(£)(17)(B)(ii) of such Code and shall apply
excise taxes to distributions from donor ad-
vised funds (as defined in section 4967(g)(2) of
such Code) and sponsoring organizations (as
so defined) to organizations so described in
cases where the donor of the contributions or
the donor or donor advisor of the amounts
distributed directly or indirectly controls a
supported organization (as defined in section
509(f)(3) of such Code) of such organization.

(e) EFFECTIVE DATE.—The amendments
made by this section shall apply to contribu-
tions made after the date which is 180 days
after the date of the enactment of this Act.
SEC. 334. RETURNS OF, AND APPLICATIONS FOR

RECOGNITION BY, SPONSORING OR-
GANIZATIONS.

(a) MATTERS INCLUDED ON RETURNS.—

(1) IN GENERAL.—Section 6033 is amended
by redesignating subsection (h) as subsection
(i) and by inserting after subsection (g) the
following new subsection:

“(h) ADDITIONAL PROVISIONS RELATING TO
SPONSORING ORGANIZATIONS.—Every organi-
zation described in section 4967(g)(1) shall, on
the return required under subsection (a) for
the taxable year—

‘(1) list the total number of donor advised
funds (as defined in section 4967(g)(2)) it owns
at the end of such taxable year,

‘(2) indicate the aggregate value of assets
held in such funds at the end of such taxable
year, and

‘(3) indicate the aggregate contributions
to and grants made from such funds during
such taxable year.”.

(2) EXTENSION OF STATUTE OF LIMITA-
TIONS.—Section 6501(c) is amended by adding
at the end the following new paragraph:

‘(11) DONOR ADVISED FUNDS.—If a spon-
soring organization (as defined in section
4967(g)(1)) fails to include on any return for
any taxable year any information with re-
spect to any donor advised fund of such orga-
nization which is required under section
6033(h) to be included with such return, the
time for assessment of any tax imposed
under subchapter G of chapter 42 with re-
spect to any distribution from such donor
advised fund shall not expire before the date
which is 3 years after the date on which the
secretary is furnished the information so re-
quired.”.

(3) EFFECTIVE DATE.—The amendments
made by this subsection shall apply to re-
turns filed for taxable years ending after the
date of the enactment of this Act.

(b) MATTERS INCLUDED ON EXEMPT STATUS
APPLICATION.—

(1) IN GENERAL.—Section 508 is amended by
adding at the end the following new sub-
section:

‘“(f) ADDITIONAL PROVISIONS RELATING TO
SPONSORING ORGANIZATIONS.—sponsoring or-
ganization (as defined in section 4967(g)(1))
shall give notice to the Secretary (in such
manner as the Secretary may provide)
whether such organization maintains or in-
tends to maintain donor advised funds (as de-
fined in section 4967(g)(2)) and the manner in
which such organization plans to operate
such funds.”.

(2) EFFECTIVE DATE.—The amendment
made by this subsection shall apply to orga-
nizations applying for tax-exempt status
after the date of the enactment of this Act.

PART III-IMPROVED ACCOUNTABILITY

OF SUPPORTING ORGANIZATIONS
SEC. 341. REQUIREMENTS FOR SUPPORTING OR-
GANIZATIONS.

(a) TYPES OF SUPPORTING ORGANIZATIONS.—
Subparagraph (B) of section 509(a)(3) is
amended to read as follows:
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“(B) is—

‘(i) operated, supervised, or controlled by
one or more organizations described in para-
graph (1) or (2),

‘‘(ii) supervised or controlled in connection
with one or more such organizations, or

‘“(iii) operated in connection with one or
more such organizations, and”’.

(b) REQUIREMENTS FOR SUPPORTING ORGANI-
ZATIONS.—Section 509 (relating to private
foundation defined) is amended by adding at
the end the following new subsection:

‘(f) REQUIREMENTS FOR SUPPORTING ORGA-
NIZATIONS.—

‘(1) TYPE III SUPPORTING ORGANIZATIONS.—
For purposes of subsection (a)(3)(B)(iii), an
organization shall not be considered to be
operated in connection with any organiza-
tion described in paragraph (1) or (2) of sub-
section (a) unless such organization meets
the following requirements:

““(A) APPLICATION REQUIREMENT.—The orga-
nization provides to the Secretary, as a part
of any notification filed under section 508(a)
after the date of the enactment of this sub-
section, a letter from each supported organi-
zation acknowledging that the supported or-
ganization has been designated by such orga-
nization as a supported organization.

‘(B) RESPONSIVENESS.—For each taxable
yvear beginning after the date of the enact-
ment of this subsection, the organization
provides to each supported organization such
information as the Secretary may require to
ensure that such organization is responsive
to the needs or demands of the supported or-
ganization.

¢“(C) SUPPORTED ORGANIZATIONS.—

‘(i) IN GENERAL.—The organization—

‘“(I) is not operated in connection with
more than 5 supported organizations, and

‘“(IT) is not operated in connection with
any supported organization that is not orga-
nized in the United States on any date after
the date which is 180 days after the date of
the enactment of this subsection.

¢“(i1) SPECIAL RULE FOR EXISTING ORGANIZA-
TIONS.—If the organization is operated in
connection with more than 5 supported orga-
nizations on the date of the enactment of
this subsection—

‘() clause (i)(I) shall not apply, and

‘“(IT) the organization may not be operated
in connection with any other organization
after such date unless the total number of
supported organizations is 5 or less.

‘(D) CONTRIBUTIONS TO DONOR ADVISED
FUNDS.—The organization makes no con-
tributions to or for the use of any donor ad-
vised fund (as defined in section 4967(g2)(2)).

‘(2) ORGANIZATIONS CONTROLLED BY DO-
NORS.—

‘““(A) IN GENERAL.—For purposes of sub-
section (a)(3)(B), an organization shall not be
considered to be—

‘(i) operated, supervised, or controlled by
any organization described in paragraph (1)
or (2) of subsection (a), or

‘‘(i1) operated in connection with any orga-
nization described in paragraph (1) or (2) of
subsection (a),
if such organization accepts any gift or con-
tribution from any person described in sub-
paragraph (B).

‘“(B) PERSON DESCRIBED.—A person is de-
scribed in this subparagraph if such person
is—

‘(i) a person (other than an organization
described in paragraph (1), (2), or (4) of sec-
tion 509(a)) who controls, directly or indi-
rectly, either alone or together with persons
described in clauses (ii) and (iii), the gov-
erning body of a supported organization,

‘“(ii) a member of the family (determined
under section 4958(f)(4)) of an individual de-
scribed in clause (i), or

‘“(iii) a 35-percent controlled entity (as de-
fined in section 4958(f)(3) by substituting
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‘persons described in clause (i) or (ii) of sec-
tion 509(f)(2)(B)’ for ‘persons described in
subparagraph (A) or (B) of paragraph (1)’ in
subparagraph (A)(i) thereof).

‘“(3) SUPPORTED ORGANIZATION.—For pur-
poses of this subsection, the term ‘supported
organization’ means, with respect to an or-
ganization described in subsection (a)(3), an
organization described in paragraph (1) or (2)
of subsection (a)—

‘“(A) for whose benefit the organization de-
scribed in subsection (a)(3) is organized and
operated, or

‘(B) with respect to which the organiza-
tion performs the functions of, or carries out
the purposes of.”.

(c) CHARITABLE TRUSTS WHICH ARE TYPE III
SUPPORTING ORGANIZATIONS.—For purposes of
section 509(a)(3)(B)(iii) of the Internal Rev-
enue Code of 1986, an organization which is a
trust shall not be considered to be operated
in connection with any organization de-
scribed in paragraph (1) or (2) of section
509(a) of such Code solely because—

(1) it is a charitable trust under State law,

(2) the supported organization (as defined
in section 509(f)(3) of such Code) is a bene-
ficiary of such trust, and

(3) the supported organization (as so de-
fined) has the power to enforce the trust and
compel an accounting.

(d) EFFECTIVE DATE.—The amendments
made by this section shall take effect on the
date of the enactment of this Act.

SEC. 342. EXCISE TAX ON SUPPORTING ORGANI-
ZATIONS FOR FAILURE TO MEET
DISTRIBUTION REQUIREMENTS.

(a) IN GENERAL.—Subchapter D of chapter
42 (relating to failure by certain charitable
organizations to meet certain qualification
requirements) is amended by adding at the
end the following new section:

“SEC. 4959. TAXES ON CERTAIN SUPPORTING OR-
GANIZATIONS FAILING TO MEET DIS-
TRIBUTION REQUIREMENTS.

‘‘(a) INITIAL TAX.—There is hereby imposed
on the undistributed income of any type IIT
supporting organization for any taxable
year, which has not been distributed before
the first day of the second (or any suc-
ceeding) taxable year following such taxable
year (if such first day falls within the tax-
able period), a tax equal to 30 percent of the
amount of such income remaining undistrib-
uted at the beginning of such second (or suc-
ceeding) taxable year.

‘“(b) ADDITIONAL TAX.—In any case in
which an initial tax is imposed under sub-
section (a) on the undistributed income of a
type III supporting organization for any tax-
able year, if any portion of such income re-
mains undistributed at the close of the tax-
able period, there is hereby imposed a tax
equal to 100 percent of the amount remaining
undistributed at such time.

‘‘(¢c) UNDISTRIBUTED INCOME.—For purposes
of this section, the term ‘undistributed in-
come’ means, with respect to any type III
supporting organization for any taxable year
as of any time, the amount by which—

(1) the distributable amount for such tax-
able year, exceeds

‘(2) the qualifying distributions made be-
fore such time out of such distributable
amount.

¢‘(d) DISTRIBUTABLE AMOUNT.—For purposes
of this section—

‘(1) IN GENERAL.—the term ‘distributable
amount’ means, with respect to any type III
supporting organization for any taxable
year, an amount equal to the sum of—

“‘(A) the greater of—

‘(i) 85 percent of the adjusted net income
(as defined in section 4942(f)) of the type III
supporting organization for the preceding
taxable year, or

‘‘(ii) the applicable percentage of the fair
market value of the aggregate assets of such
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organization (other than assets used or held
to perform the functions of, or carry out the
purposes of, a supported organization) on the
last day of the preceding taxable year, and

‘“(B) any amount received during the pre-
ceding taxable year which is a repayment of
amounts paid by the organization in any
prior taxable year to a supported organiza-
tion exclusively for the benefit of such sup-
ported organization or to perform the func-
tions of, or carry out the purposes of such
supported organization.

‘(2) INVESTMENT ASSETS.—For purposes of
paragraph (1)(A)(ii), assets held for invest-
ment or for the operation of an unrelated
trade or business shall not be considered as
assets used or held to perform the functions
of, or carry out the purposes of, a supported
organization.

‘“(3) APPLICABLE PERCENTAGE.—For pur-
poses of paragraph (1)(A)(ii), the applicable
percentage is—

‘“(A) 3 percent for the first taxable year be-
ginning after the date of the enactment of
this section,

‘“(B) 4 percent for the second taxable year
beginning after such date, and

¢“(C) 5 percent for any taxable year begin-
ning after the second taxable year beginning
after such date.

‘‘(e) QUALIFYING DISTRIBUTION.—For pur-
poses of this section—

(1) IN GENERAL.—The term ‘qualifying dis-
tribution’ means amounts paid by the type
III supporting organization to or for the use
of a supported organization.

‘(2) ADMINISTRATIVE AND OPERATING EX-
PENSES.—Reasonable and necessary adminis-
trative expenses of a type III supporting or-
ganization shall be treated as a qualifying
distribution to a supported organization.

“(f) TREATMENT OF QUALIFYING DISTRIBU-
TIONS.—

‘(1) IN GENERAL.—Except as provided in
paragraph (2), any qualifying distribution
made during a taxable year shall be treated
as made—

‘“(A) first out of the undistributed income
of the immediately preceding taxable year (if
the type III supporting organization was sub-
ject to the tax imposed by this section for
such preceding taxable year) to the extent
thereof, and

‘“(B) second out of the undistributed in-
come for the taxable year to the extent
thereof.

For purposes of this paragraph, distributions
shall be taken into account in the order of
time in which made.

¢(2) CORRECTION OF DEFICIENT DISTRIBU-
TIONS FOR PRIOR TAXABLE YEARS, ETC.—In the
case of any qualifying distribution which
(under paragraph (1)) is not treated as made
out of the undistributed income of the imme-
diately preceding taxable year, the type III
supporting organization may elect to treat
any portion of such distribution as made out
of the undistributed income of a designated
prior taxable year. The election shall be
made by the type III supporting organization
at such time and in such manner as the Sec-
retary shall by regulations prescribe.

‘(g) ADJUSTMENT OF  DISTRIBUTABLE
AMOUNT WHERE DISTRIBUTIONS DURING PRIOR
YEARS HAVE EXCEEDED INCOME.—

‘(1) IN GENERAL.—If, for the taxable years
in the adjustment period for which an orga-
nization is a type III supporting organiza-
tion—

““(A) the aggregate qualifying distributions
treated (under subsection (f)) as made out of
the undistributed income for such taxable
years, exceed

‘“(B) the distributable amounts for such
taxable years (determined without regard to
this subsection),
then, for purposes of this section (other than
subsection (f)), the distributable amount for
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the taxable year shall be reduced by an

amount equal to such excess.

“(2) TAXABLE YEARS IN ADJUSTMENT PE-
RIOD.—For purposes of paragraph (1), with re-
spect to any taxable year of a type III sup-
porting organization, the taxable years in
the adjustment period are the taxable years
(not exceeding 5) beginning after the date of
the enactment of this section and imme-
diately preceding the taxable year.

‘“(h) OTHER DEFINITIONS.—For purposes of
this section—

‘(1) TAXABLE PERIOD.—The term ‘taxable
period’ means, with respect to the undistrib-
uted income for any taxable year, the period
beginning with the first day of the taxable
year and ending on the earlier of—

‘“(A) the date of mailing of a notice of defi-
ciency with respect to the tax imposed by
subsection (a) under section 6212, or

‘“(B) the date on which the tax imposed by
subsection (a) is assessed.

“(2) TYPE II SUPPORTING ORGANIZATION.—
The term ‘type III supporting organization’
means an organization which meets the re-
quirements of subparagraphs (A) and (C) of
section 509(a)(3) and which is operated in
connection with one or more organizations
described in paragraph (1) or (2) of section
509(a).

‘“(3) SUPPORTED ORGANIZATION.—The term
‘supported organization’ has the meaning
given such term under section 509(f)(3).”".

(b) CONFORMING AMENDMENT.—The table of
section for subchapter D of chapter 42 is
amended by inserting after the item relating
to section 4958 the following new item:

‘“Sec. 4959. Taxes on certain supporting or-
ganizations failing to meet dis-
tribution requirements.”’.

(c) EFFECTIVE DATE.—The amendments
made by this section shall apply to taxable
yvears beginning after the date of the enact-
ment of this Act.

SEC. 343. EXCESS BENEFIT TRANSACTIONS.

(a) IN GENERAL.—Section 4958(c), as amend-
ed by section 332 of this Act, is amended by
redesignating paragraph (3) as paragraph (4)
and by inserting after paragraph (2) the fol-
lowing new paragraph:

‘“(3) SPECIAL RULES FOR SUPPORTING ORGA-
NIZATIONS.—

‘“(A) IN GENERAL.—In the case of any orga-
nization described in section 509(a)(3)—

‘“(i) the term ‘excess benefit transaction’
includes—

‘() any grant, loan, compensation, or
other payment provided by such organiza-
tion to a person described in subparagraph
(B), and

‘“(IT) any loan provided by such organiza-
tion to a disqualified person (other than an
organization described in paragraph (1), (2),
or (4) of section 509(a)), and

‘“(ii) the term ‘excess benefit’ includes,
with respect to any transaction described in
clause (i), the amount of any such grant,
loan, compensation, or other payment.

‘(B) PERSON DESCRIBED.—A person is de-
scribed in this subparagraph if such person
is—

‘(1) a substantial contributor to such orga-
nization,

‘“(ii) a member of the family (determined
under section 4958(f)(4)) of an individual de-
scribed in clause (i), or

‘‘(iii) a 35-percent controlled entity (as de-
fined in section 4958(f)(3) by substituting
‘persons described in clause (i) or (ii) of sec-
tion 4958(c)(3)(B)’ for ‘persons described in
subparagraph (A) or (B) of paragraph (1)’ in
subparagraph (A)(i) thereof).

“(C) SUBSTANTIAL CONTRIBUTOR.—For pur-
poses of this paragraph—

‘(i) IN GENERAL.—The term ‘substantial
contributor’ means any person who contrib-
uted or bequeathed an aggregate amount of
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more than $5,000 to the organization, if such
amount is more than 2 percent of the total
contributions and bequests received by the
organization before the close of the taxable
year of the organization in which the con-
tribution or bequest is received by the orga-
nization from such person. In the case of a
trust, such term also means the creator of
the trust.

‘(ii) EXCEPTION.—Such term shall not in-
clude any organization described in para-
graph (1), (2), or (4) of section 509(a).”.

(b) DISQUALIFIED PERSONS.—Paragraph (1)
of section 4958(f), as amended by section 332
of this Act, is amended by striking ‘“‘and’ at
the end of subparagraph (D), by striking the
period at the end of subparagraph (E) and in-
serting ¢, and”’, and by adding after subpara-
graph (D) the following new subparagraph:

‘“(E) any person who is described in sub-
paragraph (A), (B), or (C) with respect to an
organization described in section 509(a)(3)
which is organized and operated exclusively
for the benefit of, to perform the functions
of, or to carry out the purposes of the appli-
cable tax-exempt organization.”.

(c) EFFECTIVE DATE.—The amendments
made by this section shall apply to trans-
actions occurring after the date of the enact-
ment of this Act.

SEC. 344. EXCESS BUSINESS HOLDINGS OF SUP-
PORTING ORGANIZATIONS.

(a) IN GENERAL.—Section 4943 is amended
by adding at the end the following new sub-
section:

‘() APPLICATION OF TAX TO SUPPORTING
ORGANIZATIONS.—

‘(1) IN GENERAL.—For purposes of this sec-
tion, a qualified supporting organization
shall be treated as a private foundation.

‘“(2) EXCEPTION.—The Secretary may ex-
empt any qualified supporting organization
from the application of this subsection if the
Secretary determines that the excess busi-
ness holdings of such organization are con-
sistent with the purpose or function consti-
tuting the basis for its exemption under sec-
tion 501.

““(3) QUALIFIED SUPPORTING ORGANIZATION.—
For purposes of this subsection, the term
‘qualified supporting organization’ means
any—

““(A) type III supporting organization (as
defined in section 4959(h)(2)), or

‘(B) organization which meets the require-
ments of subparagraphs (A) and (C) of sec-
tion 509(a)(3) and which is supervised or con-
trolled in connection with or one or more or-
ganizations described in paragraph (1) or (2)
of section 509(a), but only if such organiza-
tion accepts any gift or contribution from
any person described in section 509(f)(2)(B).

¢“(4) DISQUALIFIED PERSON.—

‘“‘(A) IN GENERAL.—In applying this section
to any organization described in section
509(a)(3), the term ‘disqualified person’
means, with respect to the organization—

‘(i) any person who was, at any time dur-
ing the 5-year period ending on date de-
scribed in subsection (a)(2)(A), in a position
to exercise substantial influence over the af-
fairs of the organization,

‘(i) any member of the family (deter-
mined under section 4958(f)(4)) of an indi-
vidual described in clause (i),